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THE NEW 2#LEX LIN 


.»» MORE SILEX USERS, 
..» MORE LOAD PER UNIT 


Here's a brand new member of the brand 
new Silex line. The Silex Delray 6-8 cup 
Electric Table Model with Anyheet Con- 
trol—$5.95, black trim; $6.25, red trim. 
Other electric models 2-12 - sizes from 
$4.95. Kitchen Range Models 2-12 cup 
sizes from $2.95. 


Every new Silex Glass Coffee Maker, selling from $5.95 up, offers 
Anyheet Control. 

Anyheet Control is a mighty sales booster that will put more and 
more Silex Glass Coffee Makers into use. This means greater 
load from a greater number of Silex users. For Anyheet Control 
encourages current consumption for 30 minutes to an hour to 
keep coffee warm after the normal 10 minutes brewing time. 
Silex Glass Coffee Makers produce the finest coffee made today. 
Silex ends the bitterness which research proves is so often caused 
by excess acid due to over-brewing. 

Finally, Silex Glass Coffee Makers are backed by the hardest- 
hitting advertising and merchandising campaigns in the field. 
Our representatives will discuss the plan best suited to 
your needs. 


The Silex Company, Dept. P, Hartford, Conn. 
The Silex Company Ltd., St. Johns, P.Q. 


THERE IS ONLY ONE 


itn € X 


TRSOE MARK REGISTERED U.S PAT OFF, 


BREWING COMPLETED WITHOUT REMOVING GLASS FROM STOVE. 
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ye ENGINEER FROM INSULATION 
t 
wLIKE ALL 
STOCKS — 


DONT 


HEADQUART 


ERS SAYS: 


ALL INSULATION 
PAY THE 


SAME, DIVIDENDS!” 


INCE insulations are purchased as an in- 
vestment, the matter of dividends is of 
prime importance in their selection. 

“As in the case of stocks, these insulation 
Hividends are bound to vary. In fact, the cash 

ms in fuel savings promised by any given 
insulation are dependent upon three things... 
ind, amount and application.” 

This statement made by the man from Insu- 
ation Headquarters deserves the careful atten- 
tion of every insulation buyer. 

It is based on experience gained by Johns- 

anville through some 75 years of research 

id practical field service. Experience which 
has shown that one... five... or ten different 
tinds of insulations cannot possibly meet with 

aximum efficiency and economy the require- 


™ Johns-Manville 


An insulating material for every temperature . . 


ments of all heated or refrigerated equipment 
on the market today. 

This is a truth long recognized at Johns- 
Manville. The present line of J-M Insulations 
totals some forty different types . . . each de- 
signed for a specific insulating service . .. And 
all sharing in common a time-established rec- 
ord for superior performance and durability. 

* e * 

Hence, having a line of insulations so unusually 
complete, Johns-Manville is in a position to help 
you choose the type and thickness of insulation 
that will assure maximum cash dividends, over 
the longest period of time, on each insulating job 
in your plant. For full details on all J-M 
ae Materials, ask for Catalog GI-6A. 

3 Johns-Manville, 22 East 40th Street, 

New York City. 


INDUSTRIAL 
INSULATIONS 


. for every service condition 
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CAUSE 
SERVICE 


Proper planning enables our Electric 
Utilities to provide their excellent ser- 
vice in time to meet the increasing 
public demand. 


In the same manner, the equipment 
manufacturers anticipate the demands 
of every part of the plant. This is ac- 
complished by laboratory research. 


Okonite-Callender is always ready with 

the cable equipment to meet new ser- 

\\ vice demands. Its facilities, too, are 

\ constantly functioning in the cause of 
QBetter Service. 
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OKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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HERE are a number of points of contact 

between the mining and utility industries, 
any one of which should be sufficient to make 
utility folks interested in the welfare of the 
mining men and vice versa. Most obvious of 
all is the purely business angle of competitive 
fuel supply; whether electric power should 
be generated from coal, oil, gas, or hydro, 
and whether after it is generated it should 
be employed to do jobs for the consumer 
which can also be done with coal, oil, and 
gas (such as cooking, heating, and, to some 
extent, refrigeration). 


VIEWED more broadly, the relationship be- 
tween the mining and utility industries has de- 
veloped into a social problem which reflects 
all the major facets of modern political econ- 
omy—labor, capital investment, consumer in- 
terest, conservation, and national defense. In- 
evitably, of course, government regulation is 
drawn into play. One state public service 
commission has already adopted a policy of 
keeping natural gas out of the state where it 
would otherwise invade fuel markets now 
served by the state’s great coal industry. 
Surely this is a most delicate and difficult 
regulatory task—the balancing of labor and 
investment interests in coal against poss ble 
consumer benefits. 


» 
N other sections of the country, organized 
labor and investors of the coal industry 


ERNEST CLIFFORD POTTS 


A fair price for a utility plant presupposes a 
fair market for it. 


(SEE Pace 310) 
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RODERICK H, RILEY 


In IWisconsin, regulation is no respecter of 
public ownership. 


(SEE Pace 300) 


deplore the wholesale substitution of meagerly 
manned hydro turbines for generating equip- 
ment operated by coal fired steam. The Fed- 
eral government itself, in the development of 
its widespread water power program, has 
thus been accused of promoting unemployment 
in the mines. To these charges, the conserva- 
tives answer with weighty arguments about 
our duty to protect our irreplaceable natural 
resources. 


Tue Washington correspondent for the 
communications magazine Telephony recently 
summed up the regulatory situation as follows: 


“The gas, power, coal, and oil industries 
all deserve a fair break. The interests of 
labor and the consuming publ.c must be 
considered. The economic rights of particu- 
lar regions must be considered. And even 
unborn generations must be protected to 
the extent of seeing that irreplaceable 
natural resources are not dissipated by un- 
economical exploitation. It won't be any 
kindergarten job—the regulation of the 
future.” 


On the general subject of control of mining 
operations, public ownership advocates de- 
bate with liberal regulationists as to whether 
mining should be taken over by the government 
or merely classified as a public utility and 
placed under strict regulation. 
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ITH SUPER-DREDNAUT DEEP CURVE LENSES 


‘uper-Drednaut toric form or DEEP CURVE lenses are much stronger than any other 
orm of lens made. They withstand much harder blows and impacts from steel chips 
nnd other dangerous flying particles, without breaking, than any other form of lens. 
And, the deep curve tends to prevent the broken glass from being driven into the eye, 
should the lens be broken under a most severe blow. The ADDED STRENGTH is in 
he DEEP CURVE. 


Why not fortify your men against possible serious eye injuries by supplying them 
‘ith Super-Drednaut Goggles fitted with DEEP CURVE lenses—the goggle that pro- 
‘ides modern and MAXIMUM eye protection. 


Your men deserve the best eye protection that money can buy, 
and you can buy Super-Drednauts for but a few cents more 
than the ordinary kind. 


Super-Drednaut Goggles are further equipped 
with our Non-Rubber Headband—the only one of 
its kind on the market that eliminates completely 
all the unpleasant annoyances so prevalent in the 
old style elastic headbands. 


Send for a Super-Drednaut today and inspect 
Super Drednaut 50-S Goggles these superior features. 


HE SAFETY — SERVICE COMPANY 


Buell W. Nutt, President tet 1230 St. Clair Avenue, Cleveland, Ohio 
Manufacturers of a Complete ‘Line of Accident-Prevention Equipment 
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PAGES WITH THE EDITORS (Continued) 


THis issue of the FoRTNIGHTLY contains an 
interesting article on the future of the mines 
with respect to their relations with the gov- 
ernment. This angle of the mining question 
is discussed by HERBERT Corey, a keen observer 
whose entertaining writings are widely read 
and who is a contributor well known to the 
ForRTNIGHTLY and other magazine readers. 


¥ 


E have heard quite often about “little 

TVA’s” in Nebraska, Wisconsin, South 
Carolina, and other sections of the country. 
From out Wisconsin way, however, recently 
came news of a rather unusual breed of the 
same strain—the Wisconsin Hydro Authority. 
The weekly Washington letter, P. U. R. 
Executive Information Service, described the 
newcomer as follows: 


“Governor Philip La Follette of Wiscon- 
sin is attempting to forestall, or at least meet, 
attacks by conservatives on his newly created 
Wisconsin Hydro Authority, which he hopes 
will somehow obtain $26,000,000 to develop 
power along the Wisconsin and Fox rivers. 
He has assured investors and property own- 
ers that they have nothing to fear from the 
venture. Taxpayers have been told that the 
new agency will be launched with the aid of 
a Federal loan-grant and will support itself 
from earnings. Even private utilities have 
been given some degree of assurance that if 
they waive prior claims to hydro sites, they 
will be allowed to purchase all the power 
they want at a low wholesale rate from the 
state agency—perhaps the bulk of the sup- 
ply. The so-called ‘WHA’ is so far only a 
paper corporation, awaiting the outcome of 
an application for PWA funds.” 


TuIs sounds something like a fulfillment of 
Al Smith’s proposal when, as governor of New 
York, he suggested that the people should con- 
trol hydro production and the utilities could 
handle the distribution. In Wisconsin, how- 
ever, there are a number of municipally owned 
distribution plants already in operation which 
would have to fit into the new set-up. In this 
issue (beginning page 300) we present an 
analytical study of municipal plant regulation 
in Wisconsin. 


Roperick H. Ruirey, author of this article 
on Wisconsin municipal plants, is state 
coOrdinator of statistical projects for the Wis- 
consin WPA, and also assistant professor of 
economics in the University of Cincinnati. Mr. 
Ritey is a graduate of the University of Wis- 
consin, who attended the University of Muen- 
ster in Germany under a student exchange 
fellowship. He has served as research assistant 
to members of the Wisconsin delegates to 
Congress. 


¥ 


RNEST CLIFFORD Ports, author of the art:cle 
4 dealing with fair purchase prices for 
utility properties beginning on page 310, has 
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HERBERT COREY 


Some people are fixing to have Uncle Sam dig 
himself into the biggest hole yet. 


(SEE Pace 291) 


been the financial editor of the Oregon Voter 
for the past six years. Born and raised in 
Nebraska (Doane College, B. A. ), Mr. Ports 
started out as a teacher but drifted into 
newspaper work—was associated for eleven 
years with the Portland Oregonian. He is the 
author of a recent critical analysis of the 
Seattle municipal power system, entitled 
“Astonishing Truth About City Light.” 


¥ 


OR our next issue we are preparing quite a 

varied menu. First of all, there is one of 
those long-range financial analyses of the 
future of the railroad industry by Fergus J. 
McDiarmid (who, as FortTNIGHTLY readers 
know from past experience, can write a long- 
range financial analysis with startling ac- 
curacy and clarity). There is an article on 
wholesale rural power rates by W. Clarence 
Adams, professional writer, who specializes 
on REA subjects. Also, there will be a rather 
original type of article by Professor Emerson 
P. Schmidt, of the University of Minnesota, 
who speculates on what would happen if elec- 
tric power were free. 


¥ 


| Big ee decisions, preprinted from Pub- 
lic Utilities Reports, may be found in the 
back of this issue. 


THE next number of th's magazine will be 
out September 15th. 


Ir Cotta 
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HOW YOU CAN INCREASE 


APPLIANCE SALES! 


Tee 


Sales presentations with a 
Kardex Visual Sales Pres- 
entation command atten- 
tion and deliver sales! 


Sales are lost when vital 
points are forgotten. 
Control your salesmen 
- from an interesting 
opener to a convincing 
close with the Kardex 
Visual Sales Presenta- 
tion here in action! 





YOU can now make it possible for 
every salesman, new and old, to apply the sales 
planning that you know produces sales! 


Under your direction, equipped with a Kardex 
Visual Sales Presentation, each salesman will 
carry action and drama throughout his every 
presentation . . . stress owner benefits . . . picture 
quality, pride of ownership . . . explain simplicity 
of use, operation, and service . . . show dis- 
advantages of inferior products and service .. . 
use local testimonials . . . test sales progress . . . 
and, best of all, pictures will prove the story! 


A single Kardex unit will serve as a presenta- 
tion for any number of items. Individual Kardex 
cards are quickly changed and testimonials may 
be localized even for city sections. 


Write today for a grand, new, eight page book- 
let dealing with successful sales planning. “OF 
MEN AND MOUTHS” is 
free and your copy will 
show you how to increase 
your appliance sales at little 
and even no extra cost! 

Send the coupon today! 


Remington Rand Inc. 

Dept. U-91 

Buffalo, N. Y. 

Gentlemen: 
Please send me my free copy of “OF MEN 
AND MOUTHS.” I want to increase my 
appliance sales. 
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4460 
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LIGHT LINE SERVICE BODY 


Uses in Common 


ELECTRIC METER INSTALLATION 
GAS METER INSTALLATION 
COMBINATION GAS AND ELECTRIC 
GENERAL SERVICE 


A universal design permits us to standardize our manufacture and effect 
a considerable saving to buyers of public utility bodies. For the first time 
in history we offer a price based on the production of 1000 units. Adequate 
protection is provided for gas or electric meters when carried. The partitions 
and shelves for each application are fully adjustable. 





4460 
BODY 
WITHOUT 
CANOPY 
ROOF 











APPLIANCE REPAIR BODY 


largest Exclusive Manufacturer of Standard Utilities Equipment for Motor Vehicles 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MonTAIGNE 





“The record will show there has been no [TVA] dis- 
crimination against Negroes.” 


> 


“The enforcement of free competition is the best regu- 
lation business can expect.” 


¥ 


“Big government is a greater menace to the liberties 
and aspirations of the American people than big business.” 


“No Federal body has ever faced a regulatory oppor- 
tunity offering greater possibilities for successful effort 
than does the Federal Communications Commission 
today.” 


¥ 


“The possibility of successful utility regulation in the 
present or the future will depend upon some workable 
scheme of determining fair value for rate-making pur- 
poses.” 


¥ 


“T have never stimulated a municipality to take over a 
power project. I have always considered that municipali- 
ties themselves were the best judges of the kind of 
projects they want.” 


¥ 


“The thing to do in this investigation is to find the real, 
true yardstick of the cost of power; the total amount of 
money going into the TVA from WPA, CCC, the forestry 
service, and others.” 


¥ 


“No good American opposes the aims of better living 
and social conditions for every one. It is the method that 
business men object to as creating uncertainty, which in 
turn causes depressions.” 


¥ 


“T venture to suggest that those leading members of 
the bar who glibly criticize government officials for lack 
of fairness, themselves owe the government officials and 
the public the duty to exercise fairness.” 


12 
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Burroughs 
PUBLIC UTILITY BILLING MACHINE 


Speeds up and 
cuts the cost of 





Burroughs Billing Machine 
writes bill and office record, fur- 
nishes a journal, and automati- 
cally accumulates totals of 
revenue classifications, rate 
blocks, etc. 


Automatically warns operator if 
a mistake is made in computing 
consumption in the meter book 
or in entering reading and con- 
sumption figures on the key- 
board. This eliminates the need 
for checking consumption 
figures before writing bills. 


The Short-Cut Keyboard en- 
ables operator to enter two sets 
of figures (such as gross and net 
amount) on the keyboard, and 
depress operating bar—all at the 
same time. 


Figures are automatically re- 
peated by the machine on both 
stubs and ledger. 


Bills completed are automati- 
cally ejected and stacked in 
correct billing order. 








one 
: 


Whatever plan is used—Stub, Bill and Ledger, 
or Register Sheet—this new Burroughs will do 
the job with greater speed, simplicity and 
ease of operation. So many of its operations 
are automatic that the machine may be said 
to do most of the work without effort on the 
part of the operator. 


Investigate. See for yourself why 85 per cent 
of all public utility customers’ bills are writ- 
ten on Burroughs Public Utility Billing 
Machines. Telephone the local Burroughs 
office for more information, or, if more con- 
venient, mail the coupon for full particulars. 


MAIL THIS COUPON TODAY! 


Surroughs Adding Machine Company 

6961 Second Boulevard, Detroit, Michigan 

I would like complete information about the new Burroughs 
Public Utility Billing Machine. 


Name___ 
Address —___ 
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EpItoRIAL COMMENT 
The New York Times. 


Wiiam O. DoucLas 
Chairman, Securities and Exchange 
Commission. 


Joun M. CarMopy 
Rural Electrification Admin- 
istrator. 


Cart D. THOMPSON 
Director, Public Ownership League 
of America. 


C. W. KELLOGG 
President, Edison Electric Insti- 
tute. 


ARTHUR T. VANDERBILT 
Ex-President, American Bar 
Association. 


James C. NELSON 
Associate Professor of Transporta- 
tion, University of Tennessee. 


News ITEM 
From the Japanese Advertiser 
(Tokyo). 
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“If there is one thing we can be certain of in Ney 
York it is that the public will never stage a sit-down 
strike in the subway—certainly not during rush hours,” 


¥ 


. we believe in the fundamental principles of $1] 
[of the Holding Company Act]. We propose to expend 
our energies in fulfilling those objectives and not in con. 
sidering ways and means of altering that course.” 


¥ 


“So far as landlords and sharecroppers are concerned, 
it is possible that the landlord may have to pay the mini- 
mum rate [for rural electrification], but I believe a rate 
can be worked out that will make service generally 
available to tenants.” 


¥ 


“The so-called ‘power age’ had its beginnings some 
fifty years ago with the discovery of the poss bilities of 
electric power. But the public power era had its begin- 
nings in the scattered municipal light and power plants 
that by 1936 had grown in number to nearly 2,000.” 


5 
“If government power were given away free (as a 
pure gift from one group of taxpayers to another) it 
could not save the home owner over 0.3 per cent of the 
family budget, and if sold at one-half present average 


wholesale rates would save but 0.15 per cent of the 
family budget.” 


¥ 


“Everyone realizes that to commit all executive, legis- 
lative, and judicial powers to one man or body of men 
would spell despotism; but too few have sensed the drift 
in that direction from an increasing number of admin- 
istrative bodies working together or under a common 
leadership.” 


¥ 


“Unless Congress and the state legislatures eliminate 
such subsidy as may exist or equalize subsidies to all com- 
peting carriers, the [ICC] commission’s problem of de- 
termining and executing regulatory policies that will pro- 
mote the seeking of each competing form of transport 
for its own economic level will be rendered most difficult.” 


¥ 


“Successful testing under service conditions of a sys 
tem for providing telephone service to rural villages 
through the medium of low-voltage power lines is re- 
ported by the [Japanese] Communications Ministry. Be- 
ginning in September [1938], engineers will start to in- 
stall 50 such circuits to farm communities in scattered 
parts of the country.” 
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s DO YO 
pve Y Pre, 


DARLING 
OF COURSE 


Darling Valves are sturdily built on sound me- 
chanical principles. Even a casual glance, at 
their unusual internal construction, is convine- 
ing evidence of their ability to meet every re- 
quirement. Write for complete particulars about 


valves that give complete satisfaction. 


DARLING VALVE & MFG. CO. 
Williamsport, Pa. 


Representatives in: 


New York Philadelphia Oklahoma City — 
Pittsburgh Toledo Evanston, | 


DARLING 


GATE VALVES 
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Goose LOMAS 


HANDIPAK 


THE WORLD'S FINEST 
PORTABLE 
REGISTER 


HERE are many uses for the Egry Handipak by Util- 
' ities, This efficient, light weight, portable register goes 
where business goes and makes records on the spot! It 
is indispensable in tool cribs to record, in multiple copies, the 
delivery and return of tools; in the stockroom for the issuance 
of parts and supplies; in the garage for the delivery of gas, 
oil and service; at the order desk and the telephone switch- 
At Ublions aaiitibent, o board; executives use the Handipak for writing personal 
order desk, the Handipak will memoranda—wherever multiple copies of any record must 
be found indispensable. be written. The Handipak is made in seven sizes for forms 
4-5/16"x5"; 4-5/16"x6-1/2"; 4-5/16”x8-1/2"; 5-3/4’x6-1/2”; 
5-3/4”x8-1/2"; 8-1/2”x6-1/2"; 8-1/2”x8-1/2”. Easy to write on 
as a pad of paper. All forms kept in perfect alignment. A 
compartment is provided within the register for filing audit 
copies. 


EGRY SYSTEMS SERVICE DIVISION 


Without an equal in the industry, the Egry Systems Service 

bee ; Division will gladly assist in developing new systems, in de- 

In writing a delivery ticket signing new forms to meet special requirements; to suggest 
and getting a receipt, the *. 

Handipak saves time and Changes to make present systems more effective through the 

gives complete control over yse of Egry equipment. The services of this division are 


issuance of tools, materials, f rs 4 * 
supplies, parts. available without cost or obligation. 


Egry service and sales are nation-wide. Consult classified telephone book for name of 
sales agent in your city or write to Dayton for information. Address Department F-91. 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
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Alcoa Aluminum Bus Bar Simplifies Space and Installation Problems. 


SHTER WEIGHT LOWERS COSTS 


Aluminum bus bar weighs less than half as much as other materials 
of equivalent current carrying capacity. It is easier to handle when 
installing, and supports can be much lighter. 


WFFNESS SIMPLIFIES THE LAYOUT 


Long spans are possible with Aluminum bus bar. Stiffness prevents 
sagging, maintains clearances and assures neat appearing construc- 
tion. Fewer supports mean lower first costs. Main buses can often 
be used for supporting branch feeders and equipment. 


ITED TO EVERY NEED 


The four types of Aluminum bus bar illustrated to the right are 
standard stock material, making it possible for you to obtain the 
most economical combination of electrical, thermal and mechanical 
efficiency. Aluminum bus bar is easily formed to meet individual 
requirements. Joints are made by bolting, clamping or welding. 
Simple, inexpensive fittings are available. 


MAY HAVE THIS ENGINEERING HELP 


Alcoa engineers will gladly assist in determining the most economical 
type and size of Aluminum bus bar needed. Ask for their recommen- 
dations and a quotation on your next installation. ALUMINUM COM- 
PANY OF AMERICA, 2134 Gulf Building, Pittsburgh, Pennsylvania. 
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Robertshaw greets the C. P Range 
and congratulates the Industry on its 
achievement in certified performance. 

The full significance of perfection 
is understood by Robertshaw who, in 
turn, has worked towards constantly 
greaterperfectioninoven-heat-control. 

The performance of Robertshaw 
Oven-Heat-Control is likewise certi- 
fied —by its history of wide accep- 
tance and national reputation. The 
perfection of Robertshaw Controls 
has made them worthy companions 


to the Industry's finest ranges. 


ROBERTSHAW THERMOSTAT COMPANY Youngwood, 
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TRUCKS and 
TRAILERS 





/2 TONS TO 15 TONS 


Only GMC offers such an infinite variety of models, 
-wheelbases, tire options, axle ratios in both trucks 
and trailers, Gt the same time giving users a choice 
between conventional or cab-over-engine types. 
See GMC for the answer to ANY haulage problem. 


Our own Y. M. A.C. Time Payment Plan assures you of lowest available rates 








‘Destine’ age utility ‘tie work by GMC | - 
on-state ly Guilt entirely in GMC shops. SS 


SION O. 
¥ ee ~ PONTIAC, MICHIGAN — 
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WHAT’S BACK OF COLLIER’S SERVICE? 


> ACCEPTANCE. 


. in 1906, Barron Collier sold the William 
Wrigley Jr. Company their first Car Advertis- 


ing contract. They have been constant users of Car 
Advertising ever since. That’s acceptance by the adver- 
tiser. 16,131 New Yorkers out of 21,490, when asked 
by a leading research organization if they read Car 
Advertising, replied that they did. That’s acceptance 


by the public. 











A William Wrigley Car Tierisemshs doen 


BARRON G. COLLIER Inc, 754 Fifth Ave., New York 
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WO WASHING MACHINES 


how this difference m DAVEY TREE TRIMMING SERVICE 


WEAR-ON-CLOTHES Davey Men are Local 


@ Acquainted with the Area 
@ Familiar with Local Conditions 
e Constantly Available 


@ Ready for all Emergencies 


Always use dependable Davey Service 


DAVEY TREE EXPERT C0. KENT, OHIO 


These two balls of lint were made by DAVEY TREE SERVICE 


gathering the lint washed out of clothes 
by two different washing machines, in 
the course of an hour. They show dra- 
matically the difference in wear-on- 
clothes produced by the two machines 


under test. 


However, Electrical Testing Labora- 
tories actually measures this wear much 
more accurately. The clothes used in each 
machine on test are carefully weighed 
before and after washing to determine 
the loss of material suffered by the cloth. 
And before each weighing, each batch of 
clothes is air conditioned for enough time 
so that moisture will not affect the results. 


By such methods, E. T. L. obtains the 
FACTS of performance and quality on 
products tested. Often tests can be tailor- 
made to fit any problem in buying or 
selling. 


To learn more about E. T. L. Write for a 
copy of “Facts to Consumers” 


ELECTRICAL 
TESTING 
LABORATORIES 


East End Avenue and 79th Street 
New York, N. Y. 


Esteblished 185/ 
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From the Early Period 
of the Telegraph tothe present 
remarkable development in the field of Electricity 


KERITE 


has been continuously demonstrating the 
fact that it is the most reliable and 
permanent insulation known 


THE KERITE Wisee2b2 COMPANY INC 


NEW YORK cmeao SAN FRANCISCO 
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TAYLOR STOKERS BURN MORE THAN 


20.000.000 


TONS OF COAL EACH YEAR—RELIABLY 


THe 20,000,000 tons or more of coal 
burned each year on Taylor Stokers 
cost over $75,000,000—and this figure 
is being increased by approximately 
$4,000,000 annually. 


It is significant that all these millions 
for coal, and more millions for depen- 
dent equipment, are entrusted to Tay- 
lor Stokers. These facts PROVE that 
this company’s policy of constant, con- 





The A-E-CO 
Taylor Stoker 


UNIT 


Additional Tons 


per year is the rate 
at which coal 
burned on Taylor 
Stokers is increas- 
ing — due to new 
Taylor Stoker 
installations. 











servative development of the sound 
basic principles incorporated in the 
Taylor Stoker has produced an out- 
standing machine of unusual merit and 
wide application. 


Investigate the advantages of Taylor 
Stokers! Cali in an A-E-CO representa- 
tive, and get the facts about Taylor 
Stokers—before you build or modern- 
ize your plant! 


A-E-CO PRODUCTS: Taylor Stokers, Water Cooled Furnaces, Ash Hop- 
pers, Lo-Hed Hoists, 


rine Deck Auxiliaries, Hele-Shaw Fluid Power. 


AMERICAN ENGINEERING COMPANY @3 


PHILADELPHIA, PA. m 


IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, P. @ 
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HYDRAULIC TURBINES 
FRANCIS AND HIGH SPEED RUNNERS 
* Penstocks 
* Butterfly Valves 
*& Power Operated Rack Rakes 
*& Gates and Gate Hoists 
* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 

















Service Regulator Style GV 


Simple design and rugged in construction 
with only two moving parts, insuring 
economy in maintenance and efficiency 
in service. Single unit double guided 
valve makes for positive seating. 
Two types; weight and spring 

loaded. } 


Back Pressure Valve Connelly Products: 


For preventing reverse Iron Sponge and Un- 
flow in gas lines. Provides mixed Oxide—Regulators 
safety for industrial burn- for District, Station, Ser- 
ers using boosted air vice and Appliance — 
pressure. Light weight Smyly Mercury Loaders 
check disc insures opera- ‘ —Caloroptic BTU Indica- 
tion on low differential. tors — Distribution Sup- 
Pe for Bulletin No. 301- plies. 








CONNELLY 29/5223 At? 


CHICAGO, ILL. New EI tive: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 
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nat you dont 
NOW cov ser ar 


Even today some utilities remain unmoved by the losses 





caused through current diversion, or dismiss the sub- 
ject as something of no immediate consequence. How- 
ever, the before and after experiences of utilities who 
have controlled the diversion evil through the use of 
C-B service equipment, conclusively prove that what 


you don’t know can hurt you! 


A further check-up of your own distribution losses, 
unimportant as you may suspect them, will reveal the 
profitable advantages to be gained through the use of 
C-B equipment. The C-B engineering department will 
be glad to cooperate with you in such an analysis and 
assist, without cost or obligation, in the application 
of C-B service entrance equipment to present or 


contemplated installations. Ask about Corcoran- 


Brown custom fabrication facilities. 





Bulletins No. 57, S8A, 60, 61; 62 
and 63, containing full data on all 
C-B equipment, are yours for the 
asking. Send for your copies today. 





Electrical Demnartment 
CORCORAN-BROWN LAMP DIVISION 


THE ELECTRIC. AUTO-LITE COMPANY 
4900 Spring Grove Avenue Cincinnati, Ohio 
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SPEED— 
SAVING— 
STYLE 


Speedy surface units—economical baking on 
"free" heat—smartly designed to modernize the 
kitchen. "Equalized Heat" oven with automatic 
temperature control. Built-in Handy Cooker, 
warming drawer, storage compartments—offer 
additional advantages. 


Write for Details 


A. J. LINDEMANN & HOVERSON (0. 


MILWAUKEE WISCONSIN 


Pine is 


ELECTRIC RANGES 
oo 


A 
i} 


mI 














FORTABLE EVE CTE RIC T00LS 
TOWSON, MARYLAND 
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EADING from left to right, those are the inch diameters 

of the Grinnell-extruded outlets provided on this 
single prefabricated unit — a high-pressure, high-tem- 
perature header for a large power company installation. 
Thirty feet long, with walls 54” thick and lap joint 
flanges, it is a good example of the carefully engineered 
sub-assemblies which are solving problems for engi- 
neers who say, “Give the plans to Grinnell.” Grinnell 
Company, Inc., Executive Offices, Providence, R. L., 
Branch offices in principal cities of U. S. and Canada. 


; WHENEVER PIPING IS INVOLVED 
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A set-up for meeting 
special requirements in strand 


HEN special characteristics are required in strand, the place to 

begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is an important factor in making strand to meet special 
conditions. 


BETHLEHEM STEEL COMPANY 
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Rate Changes! 








THE ONE-STEP METHOD 


OF BILL ANALYSIS 


R & S Bill Frequency Analyzer: developed for our Utility Rate Service. 
The kw.-hrs. billed are entered on the adding machine keyboard. A tape is 
prepared of all items and a ption total lated which serves as a 
control. At the same time—through this single operation—the bill count for 
each kw.-hr. step is made by the electrically controlled accumulating registers. 














Continued rate changes—checking load-building activities— 
need for current customer usage data—all are reasons why 
many companies are using R & S ONE-STEP SERVICE for 
analyzing information required in productive rate making. 
Monthly or annual bill frequency tables now produced in a 
few days instead of weeks and months. 


Estimates promptly submitted. Such marked savings that analyses now can 
be carried on currently for much less than former cost of periodic studies. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 


Chicago Detroit Montreal Toronto 
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Whatever Your Truck Needs 


INTERNATIONAL Can Fill Then 


Has say 1¥4-ton International Model D-30 Truck working near Gary, Ind., for the Chicago, South Shore & Sou 


0., the “South Shore Line.” 


If you are looking for a half-ton pick-up 
truck, a big six-wheeler, or any size be- 
tween, you will find, in the International 
line, the one that exactly fits your job. 
There are 30 models in 99 wheelbases to 
choose from. 


Every truck in the line is ALL-TRUCK 
all the way through—backed by Inter- 
national’s more than 30 years of 
TRUCK-manufacturing experience. And 
the nation-wide International service 
organization stands behind these trucks, 


providing low-cost, factory-standarg 
service at all times. 


Inspect these Internationals at the near 
by International dealer or Company 
owned branch showroom. Check Inter 
national Trucks against your require 
ments and be assured of complete satis 
faction. 


INTERNATIONAL HARVESTER COMPANY 
(Incorporated) 
180 North Michigan Avenue Chicago, Illi 


INTERNATIONAL TRUCKS | 
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OOSIER ENGINEERING COMPANY 


yHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 
S Canadian Hoosier ar as Company, Lid. 


RECTORS OF TRANSMISSION LINES 
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They're In a Class By Themselves 


T is significant how frequently Exide-Chloride 
Batteries are specified by the engineers of 
large industrial plants and public utilities, 
for excitation, control bus, and similar floating 
service. 
Yet investigation reveals the fact that there js 
a definite reason. Exide-Chlorides are in a class 
by themselves—exceptionally long-lived, outstand- 
ingly dependable, and surprisingly easy to main- 
tain. Write for our Bulletin 204. It describes 
this battery fully and explains why it has been 
the favorite for 50 years. 


» THE ELECTRIC STORAGE BATTERY C0. 
EXI e The World’s Largest Manufacturers of Storage 
Batteries for Every Purpose 


CHLORIDE PHILADELPHIA 
BATTERIES Exide Batteries of Canada, Limited, Toronto 








COMBINED METERS SANGAMO TYPE HV METER 


AND TIME-SWITCHES 
The Type HY instruments combine a 


standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
TYPE HV.11-S-2 minimum space requirements make 
them desirable for metering and con- 


TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





ontinuous, tortuous bar- 
1, assuring positive 


al. 


heck valve fitting per- 
is compressing oF 
dding plastic under 
essure, 


our vertical lubricant 
hannels lubricate and 


\|floating plug, inde- 
endent of shank. 


nnular lubricant groove 
istributes lubricant and 
ives circumferential 
al, 


ingle thrust ball-bear- 
g, self-aligning. 


pervious metal dia- 
phragm prevents leak- 
qe. 


Lubricant screw exerts 
hydraulic force. 


Quarter-turn of wrench 
square opens or closes 
valve. 


Indicator shows exact 


position of plug. 


seal around 
shank, an 


Plastic 
threaded 
added seal. 


Floating equalizer yoke 
permits independent ver- 
tical movement. 


Lubricant chamber pro- 
vides direct application 
of pressure against plug. 


steel spring 


con- 


Forged 
cover maintains 
stant tension on plug. 


NORDSTROM HYPRESEAL VALVE 


The lubricated plug is held in its seat by a separate mechanism inde- 
pendent from any other part of the valve. The thrust load is carried 
on a self-aligning, heavy-duty steel ball-bearing sealed within the 
valve. The top of the valve is triply sealed. Working pressures up to 
5,000 Ibs. Temperatures, —150° to +600° F. Bulletin on request. 


co NORDSTROM VALVE CO. 4 Subsidiary of Pittsburgh Equitable Meter Co. 


Office: Pittsburgh, Pa. 


M, Des Moines, Tulsa, Houston, Los Angeles, Oakland. Canadian Licensees: Peacock Brothers, Ltd., Montreal 


Branch Offices: New York City, Buffalo, 


Philadelphia, 


+ Audley Engineering Co., Ltd., Newport, Shropshire, England. 


Columbia, 


Chicago, Kansas 


Memphis, 
European 
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An Elliott condenser and the Elliott ejector unit that wor 
with it, make a team that's tough to beat. They are de 
signed for each other and for the job they have to perfor 


The surface condenser shown above is typical of Ellio 
production. It is an 18,200 sq. ft. unit, built to serve 
20,000 kw. turbine for Ohio Edison. The ejector sho 
with it is a twin two-stage unit with surface type inte 
and after-condensers, such as is dependably maintaini 
vacuum on many surface condenser installations. 


In meeting your specific conditions, use the skille 
cooperation of Elliott engineers. Write us. 


ELLIOTT COMPAN 


Heat Transfer Department, JEANNETTE. P. 
C-370 District Offices in Principal Cities 


CONDENSERS and STEAM JET EJECTOR 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








ny) 








Attilities Almanack 


e SEPTEMBER eS 


{ Illuminating Engineering Society concludes annual convention, Minneapolis, > 











Minn., 1938. 





{ World Power Conference concludes its sectional meeting, Vienna, Germany, 1938. 





q ooere State Gas and Electric Association will hold annual convention, Lake Placid, 
» September 15, 16, 1938. 





q National eure a Motor Bus Operators will hold annual meeting, Chicago, IIll., 
September 28, 29, 





i Indiana Electric Association will hold annual convention, French Lick, Ind., Septem- 
ber 29-October 1, 1938. 





{ American Public Works Association will hold annual meeting, New York, N. Y., 
October 3-5, A 











{ Pennsylvania Electric Association starts annual meeting, Bedford Springs, Pa., 1938. 





q a Transit Association will hold 57th annual convention, Toronto, Can., Octo- 
er 3-6, 8. 





tiene Utilities Association opens fall convention, Ocean City, Md., @ 








{ American Gas Association will hold 20th annual convention, Atlantic City, N. J., 
week of October 10, 1938. 








q serious arti of Civil Engineers will hold fall meeting, Rochester, N. Y.. Octo- 
938 


ber 12-14 








{ United States Independent Telephone Association will hold annual convention, 
Chicago, Ill., October 18-21, 1938. 





ike England Water Works Association starts annual convention, Boston, Mass., 
938 





{ Pacific Coast Gas Association starts annual convention, Santa Barbara, Calif., 1938. 
— 














Photo by Charles M. Golueke Courtesy, Wisconsin Public Service Corp. 
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Will the Mines Be Taken? 


Government operation, one of the suggestions for 
the relief of the chaotic condition of the coal indus- 
try. At present the National Bituminous Coal Com- 
mission, seeking to prescribe for a very sick patient, 
is puzzled and “no wonder,” says the author. 


By HERBERT COREY 


HIS article is not going to be what 

it started out to be. The formula 

has been changed. At the outset 
the National Bituminous Coal Com- 
mission seemed to be nothing short of 
silly. Seven $10,000-a-year men sitting 
around a table squabbling violently 
over little things, like clerkships and 
office furniture and the chairman’s 
right of primogeniture. One man hint- 
ing that another had swiped his files. 
The door barred against the con- 
sumer’s counsel, who had been ap- 
pointed in compliance with the law, and 
who is responsible to Congress and not 
to the commission at all. A tug of war 
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for control between the mine operators 
and John L. Lewis, the Shakespearean 
scholar of Alexandria, the soft coal 
field, and Washington’s better dinner 
tables. The most completely cock-eyed 
methods of procedure ever adopted by 
any official board outside of an alms- 
house in this bewitched country. 

It looked like a heaven-sent oppor- 
tunity to write a funny story. 

In reality it was nothing of the kind. 
Presently the comic commission began 
to look like men badly puzzled by the 
job, and sincerely trying to bring order 
out of the choicest bit of chaos to be 
found in American industry. Soft coal 
SEPT. 1, 1938. 
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is one of our five greatest industries. 
More than three and one-half billion 
dollars are invested in it ; 500,000 men 
work for it; perhaps 2,500,000 others 
are directly dependent upon it; and 
5,000 communities in the coal areas 
live by it in whole or in part. Every 
one engaged in it is frightened, from 
the members of the commission to the 
mine workers, and operators to the coal 
yard men. No one knows what will 
happen. But there is a feeling that 
there are four possible solutions : 

Coal operators in the 23 districts 
established under the law may be per- 
mitted to form monopolistic associ- 
ations to control production and prices. 
There is also the feeling that about the 
time this happens goldfish will be 
equipped with wire wheels. In a dis- 
trict monopoly only the mines that 
could be operated profitably in the 
available market would be worked. 
Some way would have to be figured out 
to protect the owners of the other 
mines. This added cost might close the 
markets. The favored owners who 
were called on to furnish the protection 
might close their hearts. 

There is, also, the Sherman Anti- 
trust Act to be considered. The outcry 
against monopoly was never louder 
than it is today in political quarters. 
There is slight possibility that it would 
be repealed. There is a theory that it 
might be evaded, but if the coal indus- 
try were to be so favored all the other 
warring industries would come gallop- 
ing into court to ask for permits to get 
together. Such monopoly-haters as 
Senator Borah would begin to roll in 
their tumults. 


hese possibility is that the com- 
mission could exert its authority 
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over minimum prices at the mine in 
such a way as to squeeze out chiseling 
operators. But that involves quantity 
control, which the commission declares 
it will not attempt. If quantity is not 
regulated then the moment the district 
price gets high enough to tempt a 
chiseler he would throw his coal on the 
market. A mine permanently closed by 
commission action would mean more 
miners looking for jobs, more poli- 
ticians making speeches, more women 
and children on relief, and more ghost 
towns. 

Or else the government might take 
absolute charge of coal production 
under a system of allocation. 

Or the mines may be taken over and 
operated by the government. 


Braet fourth possibility is the one 
that seems to be in a great many 
minds. 

My own guess is that the present 
administration is more or less con- 
sciously heading in that direction. 
Government ownership advocates are 
powerful in the administration. The 
nationalization of the coal mines would 
fit neatly into the pattern which is en- 
titled “The Control of Our National 
Resources.” The promotion of the hy- 
droelectric projects of the government 
has already injured the soft coal indus- 
try irremediably. 

“The hydroelectric developments of 
the U. S. government,” said Senator 
Jesse H. Metcalf of Rhode Island, 
“will displace the use of about 40,000, 
000 tons of coal annually. On this 
basis the government will be responsi- 
ble for the unemployment of 40,000 
miners each year. This would mean 
distress for over 150,000 men, women, 
and children.” 
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oo Metcalf is conservative in Yet it may be argued with some 
his statement, by comparing it with _ plausibility that the mines and the dams 
that of John D. Battle, executive secre- are two halves of the same whole. If 
tary of the National Coal Association. running water is a natural resource, 
“If the 275,000,000,000 kilowatt then coal in the ground is likewise. The 
hours of electric energy (the possible commission urges that the end of our 
total of all the government’s hydro available coal is approaching. Not im- 
projects) all entered into consumption mediately, of course. In 100 to 300 
for purposes for which bituminous years, to be precise. It anticipates an 
coal is adapted,” said Secretary Battle, earlier finish for our resources of gas 
“the loss of coal market in the field of and oil, and it points out that through 
consumption would amount to more wasteful mining methods, forced on 
than 100,000,000 tons annually; and operators by the imperative need to 
even if no more than half the consump- __ produce tonnage at the least cost, about 
tion were regarded as competitive the one-third of the coal mined is wasted. 
loss of market would be over 50,000,- 
000 tons annually.” Lo who present this argument 
The injury done the economic sound- go on to say that if aneffort to join 
ness of the country by the loss of the the coal operators in voluntary associ- 
market for coal may be illustrated by ations should fail, and the anarchy 
this further quotation : which has ruled for the past twenty-five 
“Every million tons of coal dis- years should continue, the government 
placed,” states the National Coal might well hesitate before accepting the 
Association, “results in the elimination job of control and allocation. It is urged 
of 20,000 car loads of coal and the em-__ that as a matter of practical politics it 
ployees required to operate them; in a might be easier for the government to 
loss of revenue to the railroads of over take over the industry, lock, stock, and 
$2,000,000, of which one-half goes to barrel, pay the 7,000 producing com- 
labor ; in the loss of $1,000,000 annu- panies for their properties by another 
ally to mine employment; in the loss of issue of bonds, shut down such high 
employment to others indirectly en- cost mines as are not protected by high 
gaged; and in the closing down of test politicians, and try to make the re- 
mines on which whole communities mainder of the mines pay their way. 
depend.” This argument does not take into ac- 


has already injured the soft coal industry irremediably. ‘The 
hydroelectric developments of the U. S. government,’ said 
Senator Jesse H. Metcalf of Rhode Island, ‘will displace the 
use of about 40,000,000 tons of coal annually. On this basis 
the government will be responsible for the unemployment of 
40,000 miners each year. This would mean distress for over 


q “THE promotion of the government's hydroelectric projects 


23) 


150,000 men, women, and children. 
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count the thousands of men who would 
be thrown out of work if turbines were 
substituted for picks, the loss in tax re- 
ceipts, the additions to the relief rolls, 
and the destruction of hundreds of 
little towns. 

It does accept the fact that the 
owners of many mines would be glad 
to be relieved of their headaches, that 
their present difficulties seem almost 
insuperable, and that the present ad- 
ministration has definitely favored the 
theory of public ownership. 

The definite fact is that the coal in- 
dustry is continuing to lose money, as 
it has lost money ever since the war- 
time flush brought a quick and dan- 
gerous prosperity to it. Anything else 
is a guess. 


HERE was a time when the owner- 

ship of a coal mine was equivalent 
toa fat annuity. Coal landowners were 
the aristocrats of their states and coal 
lands were the preferred risk of the 
banks. No one dreamed that the good 
times would ever come to an end. Then 
the troubles began. War-baby fac- 
tories were closing up. Oil and natural 
gas became preferred fuels in many 
parts and industries. More and more 
rivers were dammed for the production 
of electricity. The mine owners began 
to take thought. One of the things they 
did was tc improve methods of pro- 
duction, lessening labor costs, and 
thereby getting into trouble with their 
miners. Another was to study methods 
of combustion, by which steam could 
be produced and less coal burned. They 
were so successful in this that no one 
questions today that electricity can be 
made at a less cost per unit by burning 
coal than by water power, the initial 
cost of the hydraulic installation being 
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so appalling. The coal men were en. 
abled to hold more of their market than 
they would otherwise have done. Para- 
doxically, they cut down their sales 
through these teachings of efficiency, 

The obvious thing to do at this time 
would have been to combine. There 
were thousands of mines that were 
operating only because their unfortu- 
nate owners were still able to borrow 
money on the family jewels. There are 
hundreds of mines on which banks 
have foreclosed mortgages, and sold 
the property for the sum of the original 
loan, and foreclosed again and fore- 
closed again. There are mines which 
are capitalized today at less than 10 per 
cent of the original valuation, which is 
a matter of no consequence at all, for if 
a mine cannot sell its coal for enough 
to cover the out-of-pocket cost of pro- 
duction, no one will worry about its 
overhead. 


Cpe business men would have 
made the soft coal business into 
a monopoly, closed the mines that 
could not pay, produced enough cheap 
coal to hold all the market that was 
holdable, and wait in hope that the 
domes filled with natural gas and oil 
would ultimately flatten out. 

But under the Sherman Act they 
could not combine. They could not 
even get together in districts to restrict 
production and fix prices. The only 
thing they could do was to fight like 
cats and dogs for what market was left. 

Here nature took a hand. Each mine 
in a district, broadly speaking, differs 
from every other mine. The coal quali- 
ties are not alike, the transportation 
facilities are not uniform, one mine 
waters and another gasses. An oper- 
ator cannot store coal and wait for 
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Foreclosures and Declining Values 


66 HERE are hundreds of mines on which banks have foreclosed 

mortgages, and sold the property for the sum of the original 

loan, and foreclosed again and foreclosed again. There are mines 

which are capitalized today at less than 10 per cent of the original 

valuation, which is a matter of no consequence at all, for if a mine 

cannot sell its coal for enough to cover the out-of-pocket cost of pro- 
duction, no one will worry about its overhead.” 





better prices, because as a rule he lacks 
storage ground, not to speak of bank- 
ing backing. Coal deteriorates when it 
isexposed to the air. The operators are 
forced to rush their coal to market as 
rapidly as it can be loaded in railroad 
cars. In order to produce the grade of 
coal for which he has a market, the 
operator may find himself with a dozen 
other grades of coal as a result of the 
sorting process. 

The market is in almost every case a 
buyers’ market. With the operators of 
a field competing with each other in the 
production of the one grade that is in 
demand, they cut and cut until they 
make a sale. The other grades are sold 
for whatever they will bring. There 
are innumerable instances of coal sell- 
ing for 10 cents a ton which had cost 
$1.50 to $2 to produce. 


a | ‘HE domestic consumer does not 
get the benefit of this when he 
buys his eight or ten tons for winter. 
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He pays a price which is probably no 
more than fair. But the big consumers, 
the railroads and the industries, they 
knock prices down ruthlessly. 

“The operators have cut costs in 
every direction,” these buyers have 
been told time after time. “If you in- 
sist on lower prices you are simply buy- 
ing the flesh and blood of the miners, 
for the only other saving an operator 
can make is on labor.” 

“T know it,” the buyers have replied, 
buyer after buyer, thousands of them, 
perhaps. “But if I pay more I’ll lose 
my job and the man who takes it will 
get your coal at the price my company 
will pay.” 

On top of all, the competition of gas 
and oil and hydroelectricity fixes a top. 
These fuels are easy to handle. The 
factory owner need only turn a tap or 
throw a switch. The labor costs are 
almost nothing by comparison with 
coal. A few men can run a pipe line 
against the thousands needed to mine 
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coal and transport it. The operators of 
the mines are no longer able to cut the 
wage scales, except in the few non- 
union districts, but many of them are 
confronted with the necessity of clos- 
ing their mines or cutting their costs. 
So they mine only the coal that can be 
most cheaply produced and a coal wast- 
age of 35 per cent is reported in some 
cases against an average wastage of 5 
per cent in England. Mines are not 
made safe and the cost of accidents has 
run as high as 25 cents a ton. If a dis- 
couraged mine owner closes up to wait 
for better days he will probably close 
for eternity. The mine floods, the tim- 
ber rots, the machinery goes to pieces, 
and even if it were possible to reopen 
the mine, the cost of doing so would 
be suicidal. 

So the operator goes on as long as he 
can. Then he goes bankrupt. His 
miners go on relief. 


a is probably the case that the greater 
part of the industry is friendly to 
the idea that the government take a 
hand to help it. The commission states 
that the bill creating it was not an ad- 
ministration measure, but was spon- 
sored by the operators and miners 
jointly. This may be taken with a large 
granule of salt, for Senator “Joe” Guf- 
fey and miners’ boss John Lewis put it 
through Congress, and both were 
working hand in hand with the ad- 
ministration. It is of no consequence, 
for only 4 per cent of the industry is 
reported by the commission as in op- 
position. It is admitted that the Guffey 
bill must be amended, as soon as ex- 
perience has demonstrated what 
amendments are needed. Perhaps the 
best that can be said of it is that it was 
so loosely drawn that almost anything 
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can be done under it. It is maintained, 
for example, that one paragraph per- 
mits the evasion of the Sherman Anti- 
trust Act. The Supreme Court has not 
yet been heard from on this. 

The annual costs of the commission 
run to about $3,000,000, which is more 
than paid for by the cent-a-ton tax on 
the participating mines. Most of the 
mines do participate, for the tax is 19} 
per cent of the value of nonparticipat- 
ing coal. The one fact that no one 
challenges is that something had to be 
done if the industry were to be restored 
to anything approximating health. 
Production today is about 4,000,000 
tons against twice that amount at one 
time. The annual loss of the industry 
is fixed at not less than $100,000,000. 
Almost every day a mine goes out of 
production. Each leaves a_ small 
stranded population at the mine mouth. 
The miners have been in receipt of the 
best wages per hour ever paid common 
labor, perhaps, for only a few positions 
in a mine can be classed as skilled labor. 
But they have not had enough hours to 
the year to permit them to save. In 
many districts they have barely been 
able to live. 


HARLES F, Hosford of Pennsyl- 
vania was the first chairman of 

the commission. He was charged with 
the possession of a Hitler complex by 
those who did not like him. Certainly 
the history of the commission was one 
of acrimony and dissension while he 
tried to run things. An instance is in 
the fact that under the Guffey Act a 
consumer’s counsel had been provided 
for, to work with but not as a part of 
the commission, and report direct to 
Congress. John Carson, who was once 
the secretary of Senator Couzens of 
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Michigan, was given the appointment. 
Hosford would not admit Carson to 
the meetings of the commission, or tell 
him what was done, or answer ques- 
tions. Toward the end he did not even 
reply to Carson’s letters. 

The other commissioners were Wal- 
ter Maloney of Missouri, C. E. Smith 
of West Virginia, and Thomas S. 
Hammond of Kentucky, who were 
Hosford’s allies, and John C. Lewis of 
Iowa, Pleas Greenlee of Indiana, and 
Percy Tetlow of Ohio, who repre- 
sented the labor end of the controversy. 
There is no doubt that the commis- 
sioners all meant well, but they were so 
firmly fixed in each other’s hair that 
they. found technical difficulties in get- 
ting things done. There were no sta- 
tistics of what had been done in the 
past and what was being done at the 
time. That is, there were no statistics 
which could be relied on. The Bureau 
of Mines and the Department of Com- 
merce had tried to get the facts but they 
had no power to compel the production 
of records and the industry did as it 
individually pleased. 


Wwe the records finally presented 
a fairly intelligible story, the 
commission got all tangled up in its 
intricacies. 

At least the commission seemed to 
be tangled up to the eye of an outsider. 


Presently the commission had added a 
lot of new twists. In its efforts to ascer- 
tain the precise value of the innumera- 
ble kinds of coal, it took two things into 
consideration. One was the actual cost 
at the minehead and the other the actual 
value to the consumer. The commis- 
sion can fix minimum prices and in case 
of national emergency it can fix maxi- 
mum prices. 

Presently no less than 500,000 sepa- 
rate coal prices were to be established. 
A Kentucky congressman said that in 
his district alone, under the rules, 3,- 
000,000 prices could be made. Coal was 
to be sold on the basis of labor cost plus 
overhead, plus depletion, plus transpor- 
tation, rated by B.T.u. and modified 
by the character of the prevailing wind. 
Coal of a certain grade might be worth 
so much to a laundryman located on 
the north slope of a hill if the wind 
came from the east. But if the wind 
shifted so did the value to him of the 
coal he used. So many factors were 
found affecting coal prices that the 
final recipe was to the outsider as 
gloriously incomprehensible as _ the 
theory of what happens when time col- 
lides with space. 


HE commission began to fix prices 
and issue orders. The outsider at 
this point may be forgiven if the com- 
mission seemed to be slightly dizzy. 


e 


cause as arule he lacks storage ground, not to speak of bank- 


q “AN operator cannot store coal and wait for better prices, be- 


ing backing. Coal deteriorates when it is exposed to the air. 
The operators are forced to rush their coal to market as 
rapidly as it can be loaded in railroad cars. In order to pro- 
duce the grade of coal for which he has a market, the 
operator may find himself with a dozen other grades of coal 
as a result of the sorting process.” 
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Later on Robert N. Stern, Special 
Assistant U. S. Attorney General, ad- 
mitted to the U. S. Circuit Court of 
Appeals that the commission had not 
taken testimony at public hearings and 
had not ascertained facts as required 
by the law. The courts enjoined the 
commission from enforcing its orders. 
Three thousand New York firms, 209 
railroads, and the city of Chicago were 
among those asking relief. At first the 
commission reared back and proposed 
to fight this ruling by the courts. 

The commission had plenty of law- 
yers of its own, but it employed another 
lawyer to prepare its case. Then some 
one discovered a clause in the law 
which forbids an attorney who is liti- 
gating against the government in one 
case accepting litigation for the govern- 
ment in another. The commission’s 
lawyer was forced to drop his papers, 
and the disgusted commission seems 
to have said “Oh, what the Hell,” and 
given the whole thing up. It cast aside 
the results of seven months’ work and 
began all over again. Then Chairman 
Hosford resigned. 

“Mr. Hosford went to his files to get 
certain information,” said Rush Holt 
of West Virginia on the floor of the 
Senate chamber, “and found the infor- 
mation was gone. It was traced back 
pretty close to Commissioner Tetlow 
and it was ascertained that all this in- 
formation that had been given by the 
operators under pledge of secrecy had 
been turned over to John L. Lewis...” 


N? successor to Hosford has been 
appointed at the time of writing, 
but the six remaining members of the 
commission and Consumers’ Counsel 
John Carson seem to be getting along 
fairly well. The fact is again to be 
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emphasized that they are doing the best 
they can with a disorganized industry 
which is still the greatest source of 
power in the United States. One com- 
missioner has estimated that not less 
than 8,000,000 people have a more or 
less direct connection with coal. But 
the obstacles to arriving at a condition 
of stabilization seem—still to the out- 
sider—as almost unconquerable. Boot- 
leg coal produced by pirate miners 
breaks down the market in innumera- 
ble communities. Rail transportation 
can be watched and controlled but 
thousands of trucks dodge in and out 
of cities without supervision. Des- 
perate operators resort to all the old 
tricks and evasions. The competition 
of gas and oil is growing constantly. 

On top of everything else the gov- 
ernment’s program for making cheap 
electricity on the rivers is heightening 
the wall which the soft coalers must 
climb before they can reach anything 
that even looks like safety. 


Be eersiae Andrew J. May of 
Kentucky made a dramatic state- 
ment recently in illustration of this 
fact. In speaking of the Norris dam, 
only one of the various dams of the 
TVA project : “It is now complete and 
in operation,” he said, “it cost the tax- 
payers of the United States $38,000, 
000 and employs less than twenty men 
in its operation. With the same money 
you could construct thirty-eight $1, 
000,000 plants with housing facilities 
and equipment for the employment of 
approximately 20,000 men for an aver- 
age of 240 days per year. Their wages 
would run into multiplied millions of 
dollars per year and produce a product 
that would provide additional millions 
of dollars per year for the empty pay 
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envelopes of thousands of railroad em- 
ployees who would otherwise be on the 
lists of the unemployed and maybe 
some of them on Harry Hopkins’ re- 
lief rolls. 

“And by the testimony of the ad- 
ministration’s own experts, coal is so 
much more economical and efficient as 
to render obsolete most of the hydro- 
electric plants in this country today. 

“Thus our Federal government pro- 
poses a subsidized power policy in 


competition with a $5,000,000,000 
coal industry, a $14,000,000,000 power 
industry, and a $30,000,000,000 rail- 
road industry. Each of them is a rich 
source of revenue to the Federal, state, 
and local governments. Without that 
revenue our tax basket would be a 
minor affair. 

“The children are still playing with 
the cash register.” 

No wonder the National Bituminous 
Coal Commission is puzzled. 








The Hydro Invasion of Fuel Business 


“AccorDING to the reports of the Federal Power Commission, 
there were generated by water power in the United States in 
1930—33,021,000,000 kilowatt hours of electric energy. In 
1937 the energy so generated amounted to 43,707,000,000 kilo- 
watt hours. To the extent that hydro-generated electricity was 
the substitute for steam-generated electricity, the loss of market 
for bituminous coal is represented by the amount of coal that 
would have been consumed in generating the same amount of 
energy in a steam plant. In 1930 steam power plants consumed 
an average of 1.62 pounds of coal per kilowatt hour generated. 
The generation of 33,021,000,000 kilowatt hours in 1930 would 
have required the consumption of 26,747,000 tons of bituminous 
coal. At the same average rate, the generation of 43,707,000,- 
000 kilowatt hours in steam plants in 1937 would have involved 
the consumption of 35,403,000 tons of coal. The combined loss 
of market to the three competing sources of energy, fuel oil, 
natural gas and hydro-generated electricity, between 1930 and 
1937 amounted to no less than 41,795,000 tons of coal.” 
—W. M. Wisuire, 
Secretary and Treasurer, Appalachian Coals, Inc. 
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Municipal Utility Regulation 
In Wisconsin 


Commission policy relating to earnings, rate struc- 
ture, and management, and the controversies which 
have arisen in respect thereto. 


By RODERICK H. RILEY 


UNICIPALLY owned public 
M utilities are free in most states 
from regulation by state com- 
missions. In Wisconsin, however, they 
are subject to regulation by the public 
service commission—regulation which 
is as complete as the commission’s 
regulation of privately owned utilities. 
In view of the controversy over the 
question whether or not municipally 
owned plants should be regulated by 
the state, and in view of the widespread 
policy of exempting them from such 
regulation, the Wisconsin experience 
should be of general interest. 

The policy of the Wisconsin com- 
mission may be usefully studied under 
two heads: policy relating to earnings 
and rate structure; and policy con- 
cerned with management of these utili- 
ties, particularly in relation to the 
municipalities which own them. 


I 


I ee the power to regulate, the 
commission has adopted the 
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policy of limiting the earnings of 
municipally owned utilities—as in the 
case of privately owned utilities—to a 
fair return. It is this aspect of the Wis- 
consin commission’s policy that has at- 
tracted greatest interest and aroused 
most controversy. The electric utilities 
have been the ones most concerned, as 
it is this field which, due to an expand- 
ing market and to steady technological 
progress, has offered greatest scope for 
profitable operation.’ 

What has happened in Wisconsin 
with respect to the application of this 
policy provides a significant com- 
mentary on the profitmindedness of 
public operation and on the theory— 
held with respect to electric utilities in 
31 states*—that municipal utilities 
need no state regulation of rates. 

This policy of the Wisconsin com- 
mission is now authorized by the fol- 
lowing extract from Chap. 100 of Laws 
of 1937: “Any city, village, or town 
owning a public utility shall be entitled 
to the same rate of return as permitted 
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for privately owned utilities.” The 
same chapter also amends the statutes 
to require that local and school tax 
equivalents be paid out of the income 
of a municipally owned utility and 
treated as costs. 


otH of these provisions of the 
Wisconsin law, however, are but 
the legislative ratification of commis- 
sion policy in interpreting and applying 
previously existing law. From the date 
of the original public utility statute of 
Wisconsin (1907), municipal plants 
have been regarded by the law on the 
same basis as privately owned plants. 
At no time has either the legislature or 
the commission believed that customers 
of municipally owned utilities are any 
less entitled to the benefits of state 
regulation than customers of privately 
owned utilities. Except for a few minor 
administrative provisions, the only 
legal differences between the two types 
have been those resulting from differ- 
ences between the general corporation 
statutes and the general municipality 
law. 

A paragraph of the general munici- 
pality law * was written for the purpose 
of requiring municipalities to adopt 
sound financial practices in operating 
their utilities: 

The income of a public utility owned by 

a municipality, shall first be used to meet 

operation, maintenance, depreciation, inter- 
est, and sinking-fund requirements, local 
and school tax equivalents,* additions and 
improvements, and other necessary disburse- 
ments or indebtedness. Income in excess of 
these requirements may be used to purchase 
and hold interest-bearing bonds, issued for 
the acquisition of the utility or bonds issued 
by the United States or any municipal cor- 


poration of this state, or may be paid into 
the general fund. 


While for many years the munici- 
pality law thus has been intended to 
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protect municipal utilities from un- 
sound practices, the difficulties encoun- 
tered by municipalities in the manage- 
ment, and by the commission in the 
regulation, of such utilities have been 
very great.® 


| sages to 1931, the Wisconsin com- 
mission was unable to adopt an 
aggressive regulatory policy. Like most 
of the utility commissions of the coun- 
try, it lacked funds and an adequate 
staff. No thoroughgoing rate investi- 
gations—such as that of the Wisconsin 
Telephone Company, which was begun 
by the new commission in its first 
months of life—could be undertaken 
by the old railroad commission. Even 
general auditing of the annual reports 
submitted by utilities to that commis- 
sion was incomplete. 

In 1931, the railroad commission 
was abolished and the public service 
commission, with broader powers, was 
created to replace it. A provision au- 
thorizing the limited assessment of its 
costs of administration and investiga- 
tion against the utilities subject to its 
jurisdiction, provided it with much 
more adequate funds. 

The chairman of the new commis- 
sion was the late Theodore Kronshage, 
who had definite ideas concerning 
proper policy for municipal utilities. 
It was Mr. Kronshage’s view that a 
municipal plant should not seek to make 
a profit, and that, once the debt in- 
curred for construction of the utility 
had been retired, no capital charge on 
the investment was justified. Stated 
another way, he regarded such a plant, 
not as a municipal investment at all, 
but as a municipal outlay, such as the 
city hall or the street and highway sys- 
tem, on which no capital return is ex- 
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pected. This is substantially the policy 
which the New York commission vain- 
ly tried to follow in the Booneville 
Case.” 


Bic commission’s news releases 
have made no secret of this view 
held by its first chairman, but the com- 
mission has never adopted it. Instead, 
the commission interpreted the statutes, 
prior to the 1937 amendment above 
quoted, to authorize, by inference, 
some element of profit over and above 
the income necessary to cover costs and 
meet bond interest and amortization 
requirements. There is little question 
that the commission would have ex- 
perienced far less codperation from the 
municipalities owning utilities if it had 
adhered to Chairman Kronshage’s no- 
profit policy. There is also the con- 
sideration of the effect of such a policy 
on the incentive to reduce indebtedness. 

Prior to the 1937 amendment, the 
only statutory provision relating to 
profit making by municipally owned 
utilities was the closing phrase of the 
paragraph quoted above. This phrase, 
which in 1893* was inserted in the 
municipality law to permit a city to use 
surplus earnings of waterworks which 
might occur, was interpreted by the 
commission as evidence that the legis- 
lature intended that such surplus above 
stipulated expenses normally should 


q 


“AT no time has either the 


than customers of privately 
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occur. From this start, the commis. 
sion next reasoned that the legislature 
must have intended the city to earn a 
fair return on the value of the plant, 
The commission concluded also that a 
fair equivalent for taxes should be 
treated as a cost in calculating net in- 


come. 
Y= none of this reasoning— 

which required rejection of 
Chairman Kronshage’s principle—is 
incontestable, the commission’s inter- 
pretation was probably pragmatically 
sound. By adopting this policy, it has 
been able to avoid serious disagreement 
with the municipalities ; and the views 
of the court in the New York case of 
the village of Booneville cited above 
and in the Indiana case of Logansport 
v. Public Service Commission’ are 
probably representative of current legal 
reasoning on the subject. In both cases 
the right of municipalities to the cus- 
tomary fair return—at least in the ab- 
sence of a positive legislative provision 
to the contrary—was sustained. 

The practical necessity of interpret- 
ing the statutes to allow a return is 
amply clear from the findings of inves- 
tigations of municipal rates made by 
the commission. Some instances were 
found of profits running higher than 20 
per cent of the depreciated book value 
of the plant—debt on which, moreover, 


e 


[Wisconsin] legislature or the 
commission believed that customers of municipally owned 
utilities are any less entitled to the benefits of state regulation 


owned utilities. Except for a 


few minor administrative provisions, the only legal differ- 


ences between the two types 


have been those resulting from 


differences between the general corporation statutes and the 


general municipality law.” 
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had been retired. In other instances, 
analysis of the municipal equity ac- 
count has shown that, in addition to a 
fair return on the investment, and in 
addition to retiring all utility indebted- 
ness, the utility has completely repaid 
the municipality’s equity. In the case 
of one plant, which had a depreciated 
book value of $920,000, it was found 
that accumulated payments into the 
city’s general fund represented a full 
repayment of equity, retirement of all 
indebtedness, and an excess of more 
than $85,000 above fair return. 

The municipalities concerned were 
naturally loath to see this revenue re- 
duced, particularly during years of de- 
pression. The same fundamental ob- 
jection by municipalities was doubtless 
responsible for the commission’s policy 
of calculating tax equivalents before 
determining net return. 


FE is significant that only local and 
school taxes are charged against the 
municipal utilities. Obviously, concern 
that the municipal utilities should carry 
their fair share of the tax burden 
would require that county and state 
taxes—Federal taxes being eliminated 
on familiar constitutional grounds— 
also be included. Only the city fathers, 
however, had to be dealt with and per- 
suaded of the reasonableness of the 
policy, hence county and state revenues 
were not taken into account. 

Until 1935, the commission’s policy 
of restricting earnings to a fair return, 
figured on book value less depreciation 
reserve,’ was accepted with no signifi- 
cant measure of objection. By conced- 
ing the legitimacy of charging the 
municipal utilities with local and school 
taxes, which were not mentioned in the 
law until 1937, the commission suc- 


303 


ceeded in making its policy appeal to 
municipalities, local taxpayers, and 
consumers as being substantially rea- 
sonable. 

In specific cases, where the city had 
come to rely heavily upon the utility, 
and found in depression years that a 
reduction of earnings would seriously 
affect the city’s budget, the policy was 
highly inconvenient. In at least one 
such case, the commission found it 
necessary to permit the continuation of 
the excessively profitable rates until the 
city could get its house in order and 
tap other sources of revenue more 
heavily. In more than one instance the 
city council said, in effect, that if the 
commission had its way the city would 
have to close down the schools. 

In other instances, the fiscal conse- 
quences of the commission’s policy 
have been that athletic fields, municipal 
auditoriums, and other civic improve- 
ments must henceforth be financed by 
taxpayers instead of by consumers of 
electricity. Such a change in the basis 
of financing civic improvements may 
be very significant. A case was found 
where one of the city’s largest property 
owners was a company that was not a 
customer of the municipal utility, but 
secured current from a private utility 
which had a transmission line running 
near-by. Similar but less striking ex- 
amples have been common. 


|e ninw the years immediately fol- 
lowing 1931, when the policy was 
new, the proportion of formal orders 
was rather high. This was due to the 
statutory requirement that all rate in- 
creases be made by formal order ; since 
a general revision of rate schedules to 
conform to the uniform step-rate plan 
was being carried out, many rates were 
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Taxes Charged against Municipal Utilities 


“— is significant that only local and school taxes 
are charged against the municipal utilities. Ob- 
viously, concern that the municipal utilitiés should 
carry their fair share of the tax burden would require 
that county and state taxes—Federal taxes being 
eliminated on familiar constitutional grounds—also 


be included.” 





necessarily increased, although rate 
levels were steadily lowered. In only 7 
out of 44 electric rate reductions initi- 
ated by the commission, however, was 
there real protest by the municipalities, 
and many emergency rate reductions 
were suggested by the municipalities 
themselves." 

Since 1931, permanent rate reduc- 
tions, some of them quite drastic, have 
been made effective for all but a very 
few of the smaller municipal plants. 
All but a dozen of the 85 municipal 
plants now publish rates complying 
with the standard form (fixed charge 
plus a step-rate), which the commis- 
sion has adopted as most generally sat- 
isfactory from practical and theoretical 
standpoints. The municipal utilities 
have not favored objective rate plans, 
however. Although such plans are in 
effect for customers of many private 
utilities, they have been adopted by only 
three municipal plants. Each of these 
in January, 1937, had typical bills 
higher than the average for municipal 
utilities in its population class and not 
much lower than the corresponding 
averages for private utilities.” 


NX the fiscal pressure of the depres- 
sion years has lessened, munici- 
palities have acquiesced in the reduc- 
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tion of electric rates more gracefully 
than in 1931-32. A very important 
factor, however, has been the discovery 
that the new low rates have in fact not 
always lessened earnings. In at least 
three cities, this discovery, following 
the commission’s initial rate reduction, 
has been followed by one or more 
voluntary reductions and an enthusi- 
astic interest in the commission’s policy 
of increasing electric consumption at 
lower rates. 

However, the city of Milwaukee has 
been opposing the commission since 
1935 on rates of its water utility. A 
formal investigation is now proceed- 
ing. There are two issues. One relates 
to the rate base, the other to the alloca- 
tion of costs between general water 
service and the fire protection service 
rendered the city. 

The city seeks a return of 53 per cent 
on a rate base representing “fair value” 
as determined for privately owned 
utilities, with weight given to repro- 
duction cost. The commission pro- 
poses that depreciated book value shall 
be used as the rate base. It appears that 
the Milwaukee utility is currently earn- 
ing about 3 per cent on the depreciated 
book value.4® The commission also 
claims that the city is undercharging 
itself for fire protection service to an 
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extent that requires a 10 to 12 per cent 
increase in the rates paid by the city to 
its utility. 

The city opposes any increase in the 
fire protection rate and has threatened 
to take the case into the courts unless 
the larger return is allowed. Should 
this occur, it seems probable that the 
1937 amendment, which specifically 
authorizes a return on the same basis 
as that used for private utilities, would 
greatly strengthen the city’s case. 
Should the courts then decide for the 
city, it is possible that other munici- 
palities would follow Milwaukee’s ex- 
ample, forcing the commission to al- 
low higher rates in some instances and 
entailing the expense of the traditional 
valuation proceeding where the con- 
troversy was carried far enough to re- 
quire it. In any case, a successful suit 
by the city of Milwaukee would open 
the door to other municipalities and 


would provide a test of their relative 
interest in electrification and low rates 
on the one hand, and in municipal 
revenue and lower tax burdens on the 
other. 


IT 


| spices aspect of commission 
policy since 1931 concerns the 
management of municipally owned 
utilities. The fundamental difficulty 
here has been the general tendency to 
regard the municipality and the utility 
as a single entity. In most cases, the 
city council or village board exercises 
direct control and management of its 
utility. Council members and citizens 
alike regard it as normal for the mu- 
nicipality to use utility services at no 
cost or at very low rates ; and the utility 
accounts are not kept separately from 
the general fund accounts. 
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Where management of the utility is 
exercised by the council or board, with 
the municipal financial officials placed 
in charge of the utility books, difficul- 
ties frequently arise. The commission’s 
aid is commonly required for the prep- 
aration of adequate reports and the 
solution of related accounting and 
management practices. It should be 
noted that similar aid is required by 
the small privately owned utilities as 
well, as many of them operate under 
similarly inadequate accountancy. 
Holding company systems, not small 
utilities, are typical of private electric 
operation in the state—hence the 
greater importance of commission as- 
sistance among the municipals, where 
the typical plant is quite small. 


HEREVER the nonpartisan com- 
mission form of management 
has been adopted, and the utility is 
treated as a separate entity, marked 
improvement in management practices 
and in reports to the commission has 
resulted. The commission for a time 
endeavored to use its influence to se- 
cure adoption of nonpartisan manage- 
ment, but met with considerable op- 
position. Only seven cities, none of 
them owning an electric utility, come at 
present within the provisions of the 
law requiring that management of mu- 
nicipal utilities be placed in the hands 
of a nonpartisan commission. All 
other cities are affected by the provi- 
sion permitting the board of public 
works—whose responsibilities may be 
transferred to any committee of the 
council**—to function in lieu of such a 
commission.”® 
In view of the opposition to the 
adoption of nonpartisan management, 
and as the statutes give it no power to 
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require specific forms of management, 
the commission has abandoned its more 
intensive efforts along these lines, and 
limits itself to pointing out the unde- 
sirable consequences of such abuses as 
the joint bank account. Here as else- 
where, the commission has adopted a 
“Dutch uncle” attitude. As manage- 
ment may, and does, change overnight 
from one form to another, commission 
records do not give information on the 
prevalence of the nonpartisan form. In 
1934 a questionnaire disclosed that of 
50 electric utilities owned by cities, 18 
were at that time under nonpartisan 
commissions. All of these were joint 
electric and water utilities. 


HE joint bank account is regarded 

as the “proximate evil” of poor 
municipal utility management. Due to 
the common attitude of regarding the 
utility as merely a branch of the mu- 
nicipality, it is frequently found that 
the cash balance shown on the books 
of the utility and in its reports to the 
commission is nonexistent; that the 
cash has long ago been used by the city 
for general purposes. The extreme case 
results where this drain of cash is so 
complete that funds for maintenance 
and replacement are exhausted. Where 
this occurs, the provisions of the sta- 
tute governing the allocation of income 


q 


e 


prior to payment of the balance into the 
general fund are patently violated. The 
commission is powerless to enforce 
these provisions retroactively, and 
there has been no effort on the part of 
taxpayers or utility customers to hold 
officials accountable for such illegal 
actions, although the issue has colored 
municipal elections. What has resulted 
has been agreements to remedy the 
practice in the future and to keep the 
utility funds separate from city funds, 
Where the joint bank account has not 
been so seriously abused, however, im- 
provement of practices proceeds more 
slowly. 

Even where a separate bank account 
for the utility is maintained, the prac- 
tice of “loans” by the utility to the city 
arises to accomplish the same result, In 
some of these cases the city pays inter- 
est to the utility and in a few cases re- 
pays the principal; this is exceptional, 


however. 
ts recent years, it was common, 
in the case of joint municipal 
utilities, for the electric utility to carry 
the water utility and make up the lat- 
ter’s deficit. In 1932 the state supreme 
court, in a rate case involving a pri- 
vately owned joint utility,’” decided 
that rates must be determined separate- 
ly for each utility service and customers 


“ANOTHER result of inadequate accounting has been hazy 
notions of costs held by council members. Because costs have 
not been known, it has been relatively easy for parties in- 


terested in low commercial and rural rates to make their 
arguments prevail. The commission has refused to approve 
such rates as are obviously too low,; and its cost analyses 
have had the effect of accelerating the growth of appreciation 
by council members of the value of adequate accounting.” 
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of one could not legally be charged 
rates high enough to make up a deficit 
resulting from the operation of the 
other. Under authority of this decision, 
the commission has been able to revise 
water and electric rates to reflect the 
costs of the respective services. It has 
therefore been necessary in many in- 
stances, as electric rates have been ad- 
justed to the costs of electric produc- 
tion, to raise the water rates. 

A point upon which the municipali- 
ties have been particularly stubborn is 
the charge made to the city for street 
lighting and for fire protection service. 
It is felt that as the city owns the plant, 
it should have the plant’s services with- 
out charge. Where no charge is made, 
or rates are inadequate, of course the 
result is to shift costs to the general 
consumer which properly should be 
levied against property. The statutory 
requirement that rates be reasonable™® 
is also thereby violated. The commis- 
sion has proceeded steadily to require 
that reasonable rates be charged for 
services rendered the municipality. The 
Wisconsin method of allocating costs 
between general water consumers and 
fire protection service has recently been 
described in detail by Commissioner 
Nixon.” 


eS of the nature and 
significance of depreciation has 
been lacking among the council mem- 
bers managing many municipal utili- 
ties, as well as among the officers in 
charge of small private plants. While 
considerable progress has been made in 
educating council members, the turn- 
over of membership is an inevitable 
handicap to the municipal plants in this 
asin other matters. Surprisingly, how- 
ever, the usual consequence of improp- 
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er depreciation accounting has been the 
creation of secret surpluses, rather than 
the depletion of the plant. While de- 
preciation allowances are common, in 
many instances all but a very few re- 
placements are charged to maintenance 
instead of to the depreciation reserve. 
Under the Mondovi principle, of 
course, the rate base now is reduced by 
the full amount of the depreciation re- 
serve, and customers are not charged 
twice for replacements. 

Lack of understanding of deprecia- 
tion has resulted in a less satisfactory 
practice in some cities where Diesel 
plants have been installed. City officials 
are encouraged by Diesel salesmen to 
regard the instalment payments on the 
plant as an adequate substitute for de- 
preciation allowances. Parts of the 
system not included in the Diesel con- 
tract thus may be overlooked, and the 
utility’s depreciation allowance in effect 
be determined by the Diesel sales com- 
pany’s contract terms, which have no 
fixed relation to the facts of deprecia- 
tion. 

Another result of inadequate ac- 
counting has been hazy notions of costs 
held by council members. Because costs 
have not been known, it has been rela- 
tively easy for parties interested in low 
commercial and rural rates to make 
their arguments prevail. The commis- 
sion has refused to approve such rates 
as are obviously too low; and its cost 
analyses have had the effect of ac- 
celerating the growth of appreciation 
by council members of the value of 
adequate accounting. 


III 


cy the score of management, the 
Wisconsin commission’s policy is 
still far from complete success, as is 
SEPT. 1, 1938 
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Municipal Plant Profits 


(a4 HE view is still widely held that the state [Wis- 

consin] should not be directly concerned with the 
profitability of municipal utilities, and that municipal rates 
are not unreasonable as long as they are no higher than 
those of private utilities in neighboring areas. But any re- 
turn to excessive profit making is definitely precluded by 
the legislature’s recent approval of the commission's 
policy as developed and applied since 1931.” 





evident from the small proportion of 
municipal utilities under nonpartisan 
control. Moreover, progress here 
promises to continue to be very slow. 

The municipal electric utilities have, 
however, been successfully brought 
into line with the general policy of se- 
curing a uniform rate plan (fixed 
charge plus step-rate). Wisconsin is 
apparently the first state to seek to se- 
cure such uniformity where ownership 
of all the utilities affected is not in the 
same hands. Few of the municipal elec- 
tric utilities have adopted objective rate 
plans. 

Uniformity of rate structures for 
water utilities has not been so greatly 
stressed, but practically all municipal 
waterworks now use one of two stand- 
ard plans. The commission is steadily 
working to secure scientific allocation 
of costs between the two chief types of 
water service. And adjustments of 
water rates to eliminate the drain on 
jointly owned electric utilities have 
been quite general. This latter type of 
revision has of course been especially 
significant because of the downward 
adjustments of electric rates which 
have accompanied it. 

In reviewing the fair-return-only 
policy, the remarkable record of the 


municipal electric plants in achieving 
low rates deserves emphasis. These 
plants have operated under the handi- 
caps of small size and inadequate man- 
agement. But under the commission's 
rate policy and “Dutch uncle” attitude, 
these deficiencies have been more than 
offset. A study made in 1937 by the 
commission indicates that for some 
time the municipal electric plants have 
offered rates which, both for residen- 
tial and commercial service, are gen- 
erally below those of private plants.” 
Typically, this has been accomplished 
to the accompaniment of adequate de- 
preciation allowances and substantial 
retirement of debt. Many of the mu- 
nicipal electric plants are completely 
free of all indebtedness. 


HIS debt-free condition of course 

leaves the door open for adoption 
of the Kronshage principle in its most 
extreme form; namely, elimination of 
all return on capital. Private utilities, 
which naturally would be gravely con- 
cerned at the spread of municipal com- 
petition on this basis, may however be 
reassured. Despite their general co- 
Operation with the commission, the mu- 
nicipalities have no inclination to fore- 
go profits. Moreover, the elementary 
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lessons they have learned under com- 
mission tutelage have not unduly 
broadened their appreciation of the so- 
cial advantages of electrification. On 
the ground that it eliminates the incen- 
tive for municipal acquisition, some of 
the strongest proponents of public own- 
ership in the state oppose even the fair 
return policy of the commission. 

The view is still widely held that the 


e 


state should not be directly concerned 
with the profitability of municipal utili- 
ties, and that municipal rates are not 
unreasonable as long as they are no 
higher than those of private utilities in 
neighboring areas. But any return to 
excessive profit-making is definitely 
precluded by the legislature’s recent ap- 
proval of the commission’s policy as 
developed and applied since 1931. 


Footnotes 


1There are 85 municipal electric plants in 
Wisconsin, 277 municipal water utilities, and 
3 municipal heating utilities. One Wisconsin 
city receives gas from a municipal utility in 
Michigan. The numbers of private electric 
and water utilities are 82 and 20, respectively. 

£C. O. Ruggles, “Aspects of the Organiza- 
tion, Functions, and Financing of State Public 
Utility Commissions,” Boston, 1937, pp. 51, 52. 

8 Wisconsin Statutes, §66.06(11) (c). 

4Ttalics indicate 1937 amendment. 

5For an account of this experience under 
the old railroad commission, see E. Orth 
Malott, “Forces Affecting Municipally Owned 
Electric Plants in Wisconsin,” Chicago, 1930, 
Chaps. 5 and 6. 

“ee Laws of 1931, Chaps. 183 and 
475, 

Customers of Electricity v. Booneville 
(1934) 5 P.U.R.(N.S.) 298; rehearing (1935) 
8 P.U.R.(N.S.) 493; Booneville v. Maltbie 
(1935) 156 Misc. 6, 9 P.U.R.(N.S.) 265; 
(1936) 272 N. Y. 40, 15 P.U.R.(N.S.) 376. 

8 Wisconsin, Laws of 1893, Chap. 312, §31. 

9202 Ind. 523, P.U.R. 193iE, 179. For the 
original decision by the Indiana commission, 
see (1926) P.U.R. 1927A, 443. 

10 The practice of deducting the depreciation 
reserve began in the Mondovi Telephone Com- 
pany Case ([{1932] P.U.R. 1933B, 319; denial 

of rehearing [1932] P.U.R. 1933D, 142), and 


is known as the “Mondovi principle.” For a 
discussion, see the commission’s reports as 
cited, also H. Zinder and Walter E. Caine, 
“Regulation of Municipal Electric Utility 
Rates in Wisconsin, 1931-34,” The Journal of 
Land & Public Utility Economics, February, 
1935, pp. 17-19. 

11 Zinder and Caine, op. cit., pp. 15, 16. 

12 “Flectric Rates in Wisconsin Municipali- 
ties,” The Municipality, March, 1937: 

18 Since 1931, the commission has taken 6 
per cent as a fair return for electric utilities, 
and 5 per cent for water utilities. 

14 Wisconsin Statutes, §66.06 (10) (a). 

15 Rice Lake v. Jensen (1934) 216 Wis. 1, 
255 N. W. 130. 

16 Wisconsin Statutes, §66.06(10) (g). 

17 Milwaukee v. Railroad Commission, 206 
Wis. 339, P.U.R. 1932B, 339. 

18 Wisconsin Statutes, $196.03. 

19 Robert Nixon, “Charges for Water Pro- 
tection Service As Determined by the Public 
Service Commission of Wisconsin,” Journal of 
the American Water Works Association, De- 
cember, 1937. 

20 Public service commission of Wisconsin, 
division of rates and research, “The Extent 
and Results of Municipal Ownership of Elec- 
tric Utilities in Wisconsin” (mimeographed), 
Madison, 1937. 





The Future of the Coal Industry 


¢ Bm used to be considered a monopoly-ridden industry, Electricity, 
XU gas, oil, better combustion methods, and now perhaps Diesels have 
cut it down to a stature requiring Federal support to live. The exhaustion 


of oil reserves may revive tt, 


but I am advised that if any such develop- 


ment gets the price of oii up to where it was a few years ago, gasoline 
can be more cheaply made by hydrogenation of coal, and the bituminous- 
coal industry may revive through that alone.” 
—Excerrt from statement by Hon. Bernard Baruch to the 
U. S. Senate Committee on Unemployment and Relief. 
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What Is a Fair Price to 


Pay 


For a Utility Plant? 


The experience of James D. Ross with compe- 
tition between public and private utilities 


In the opinion of the author the view of the administrator of the Bonneville 

project that in the public acquisition of a private utility property, the princi- 

pal question is the value that can be given to buy out a competitor, must verge 

into the heresy in the philosophies of a majority of public ownership leaders; 

but the author declares Administrator Ross in his experience in public owner- 
ship and management has found competition expensive. 


By ERNEST CLIFFORD POTTS 


HERE was an important underly- 

ing significance in the expres- 

sions of James D. Ross, adminis- 
trator of Bonneville Project, when he 
set down his view relative to proper 
appraisal of power utility properties 
coveted by a publicly owned power 
agency. Certain of the implications 
may go unnoted unless somewhere re- 
corded. Also, the public would remain 
ignorant as to why Mr. Ross has em- 
braced a valuation theory which many 
public ownership leaders must regard 
as heretical. 

Whether the liberalized valuation 
precept of the Pacific Northwest’s 
noted exponent of municipal ownership 
ever helps TVA and Chairman Wen- 
dell L. Willkie of The Commonwealth 
& Southern Corporation negotiate 
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a mutually acceptable deal or not, the 
relevant opinion of Administrator 
Ross should be fully comprehended 
and digested. 

It appears, from subsequent refer- 
ences and quotations, that the gist of 
Mr. Ross’ valuation view, as injected 
into the TVA situation by Chairman 
Willkie, is remembered mainly as ex- 
pressed in these words: 

“The question is not simply what is 
the value of a piece of wire or of a 
power house. It is, what is the value 
as a going concern?” 

This liberalized view — the more 
noteworthy since coming from an ac- 
claimed public ownership leader— 
perhaps had explosive force in Ten- 
nessee, where TVA’s valuation 
formula “places no value on franchises 
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and going concern” factors. Consider- 
ing the source, the harassed public 
utility managements in many sectors 
have thought of it as a rainbow gleam 
of hope in a very black sky. But it 
must not escape the attention of these 
managements that Mr. Ross’ statement 
went notably farther than merely 
premise that going concern value ought 
to be taken into account. 


|S adie supported the logic of tak- 
ing account of going concern 
value by pointing out that the mere 
wire of a generator “is of no value ex- 
cept in the operation of a business con- 
cern,” the Ross letter advanced to this 
highly significant theorem : 

“The principal question is the value 
that can be given to buy out a com- 
petitor.”” 

Assimilated in its full force, that 
statement is miles broader than the al- 
ready cited radical view—from a public 
ownership exponent—that going con- 
cern value should be taken into account 
along with tangible asset values. In 
the philosophies of a majority of pub- 
lic ownership leaders it must verge into 
heresy. It is diametrically opposed to 
the common theory of those crusaders 
that it is fair enough to beat down the 
purchase price to be given for a com- 
petitor company as drastically as pos- 
sible, through subsidized competition, 
or threat of such competition. 

What Mr. Ross said—and believes 
—is that the publicly owned utility can 
afford to pay for a competing system 
not only this system’s value as a go- 
ing concern but even that additional 
sum that purchases the benefits to ac- 
crue from elimination of competition. 
The benefits of monopoly as opposed 
to partitioning of business are real. 
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They are cashable as savings or profits, 
or both. Mr. Ross accordingly believes 
that the publicly owned agency often 
may act wisely in taking this monopoly 
advantage into account and paying 
money for it. 


HE creator of Seattle’s widely ad- 

vertised municipal power utility— 
still its superintendent, “on leave”— 
did not let this liberal theorem slip 
out in an unguarded moment. He 
meant what he said, and said precisely 
what he meant to say. Nor is it a new 
viewpoint for him. He has held it for 
some years. 

From thirty-three years of experi- 
ence in building Seattle Department of 
Lighting—familiarly, “City Light”— 
Mr. Ross thoroughly has learned the 
woes and disadvantages of competi- 
tion. Under competition with the 


ably managed Puget Sound Power & 


Light Company, controlled by the 
Stone & Webster group, he has known 
many bitter hours. In late years his 
disappointments growing out of the 
competitive situation in which he has 
found himself have increased and in- 
tensified. Restraints chafe him, and 
any that interfere with his beloved 
Seattle power enterprise are extra irk- 
some. 

Long had Mr. Ross _ cherished 
the dream of giving Seattle the 
cheapest power to be enjoyed by 
any large city in America. That 
was an avowed goal. Ten years 
ago he was nearer that goal than he is 
today. (He still decides all important 
questions for City Light and personally 
directs its major policies.) The un- 
varnished truth—ascertainable by any- 
one taking the trouble to investigate— 
is that under the challenges of com- 
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Nuisance Value of Competitor 


66 —— of Mr. Ross over along term of years patent- 

ly have convinced him that a capable competitor in the 

power business has what may loosely be termed a ‘nuisance 

value.’ If the competitor may be acquired and its hamperings 

thereby removed, it may be the part of wisdom to ‘pay what you 
can afford to pay’ for the facilities of that competitor.” 





petition, Mr. Ross wangled City Light 
into a position where further progress 
toward his cherished goal is badly 
obstructed. 


Bye Light’s 1935 annual report, 

submitted to the Seattle city coun- 
cil over Mr. Ross’ signature as usual, 
contained an entire chapter devoted to 
the theme of wasteful competition. 
The purpose at that time was to launch 
a campaign to persuade the voters to 
empower the city to purchase the local 
facilities of Puget Sound Power & 
Light Company. Importance and 
urgency of the proposed merger as a 
means of eliminating competition were 
emphasized in these statements : 


It is imperative that the plans to absorb 
the private company be carried on to their 
ultimate conclusion, if City Light is to reach 
its goal of giving Seattle the lowest electric 
rates in America. The citizens of Seattle 
will be fully appraised of all the facts rela- 
tive to the situation and of all the details of 
the plans to eliminate the wasteful condi- 
tion, and they will also be given every op- 
portunity to pass upon it, from a citizen’s 
standpoint. 


Three years have passed and neither 
conditions nor sentiment has ever be- 
come favorable enough to encourage 
the merger advocates to bring the pro- 
posal to a vote. 

Speaking of the “bitter competitive 
struggle,” the 1935 annual report made 
this particularly pertinent comment: 


The time has come when neither City 
Light nor the private company can greatly 
reduce rates as long as there are two systems 
which are costing the people twice as much 
as one. 


NX risk of overemphasis, it is noted 

that this same annual report cited 
dismal substantiating facts from 1934 
experierce of the two Seattle electric 
utilities. The report stated that mu- 
nicipal and private systems together 
signed 55,251 contracts, installed or re- 
moved 26,148 meters, cut in or out 
17,640 services, yet achieved a com- 
bined net gain of only 130 customers. 
“Cost of getting one (each) additional 
customer, $5,655,” commented the 
report. 
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In an effort to devise a program for 
elimination of the private company 
competition that would win voter ap- 
proval, City Light management has 
proffered thrice altered plans and now 
is at work on a fourth plan—that of 
1936-37, which was the third, proposed 
purchase of Puget Sound Power & 
Light Company’s Seattle electric and 
steam heat facilities, including three 
near-by generating plants, for a tenta- 
tive price of $37,370,000. It failed to 
develop sufficient appeal to be brought 
to a vote. 

The present fourth plan, still in 
formative stage, is far the most ambi- 
tious as the Puget Sound Company 
would be taken over in entirety. It is 
proposed that public utility districts of 
Washington—21 in existence and cer- 
tain others projected—unite in setting 
up a huge network to cover a major 
portion of the state. All private com- 
panies of the network area, “including 
$120,000,000 Puget Sound Power & 
Light,” would be taken over. A prime 
objective is to take completely into 
camp the big Stone & Webster system, 
as it operates in several counties out- 
side the Seattle metropolitan area. De- 
tails remain to be worked out and the 
giant public power pool may not be 
wholly feasible without some changes 
in Washington’s PUD law. 


A a recent conference the sponsors 
voted to impose a rather surpris- 
ing role upon Bonneville Administra- 


tor Ross. Meeting at Longview, 
Washington, in mid-April, the county 
district commissions of western Wash- 
ington agreed to share the expenses of 
a trip to the National Capital for Ad- 
ministrator Ross and R. W. Beck, 
Bonneville Project engineer, “in an ef- 
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fort tu set up a power pool to take over 
the western Washington properties of 
the Puget Sound Power & Light Com- 
pany.” Seven county PUD’s were 
pledged to assume the expenses in vary- 
ing percentages. In passing, it may be 
noted that these districts have tax-col- 
lected funds at their command which 
they are privileged to spend as desired, 
without hinderance or review by any 
other body. 

Clues explanatory of City Light’s 
keen desire to get rid of competition 
are easy to find. Most any of the com- 
parative statistics an observer may se- 
lect convey a hint that City Light, in 
comparison with the better private 
companies of the Pacific Northwest, 
lags a bit in expansion of business. For 
illustration, it is obvious that the big 
municipal system has not emerged 
from depression as successfully as have 
the private companies. 

In the 6-year period, 1931-36, Puget 
Sound Power & Light had a net gain 
of 26,133 electric customers, or an in- 
crease of 17.41 per cent. City Light 
failed to maintain its customer list. The 
comparative year-end figures: 

1930 1936 % In-% De- 
crease crease 


150,088 176,221 17.41 
95,928 95,558 


Puget Sound Power 


Light 
Seattle Department 
of Lighting .... 


‘ ] ‘HE stronger showing of the pri- 
vate company continued through 


1937. It had a net gain of 8,014 elec- 
tric customers last year, an increase of 
4.54 per cent. In the thirteen months 
ended January 31, 1938 (calendar year 
statistics not yet available), City Light 
scored a gain of 1,038 customers, in- 
crease of 1.08 per cent. 

In the statistics tabulated elsewhere 
the more important comparisons of re- 
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Competitive Showing of Seattle’s Lighting Department 


KILOWATT HOURS GENERATED OR PURCHASED 
(000 oMITTED) 


Puget Sound Power & Light 
Portland General Electric 
Seattle Lighting Department 


Per Cent 
1933 Increase 
788,482 
496,962 


321,750 


1936 


660,279 
387,637 


KILOWATT HOURS SOLD (Normal Sales) 
OMITTED) 


Puget Sound Power & Light 
Portland General Electric 


589,988 
395,077 
249,743 


797,969 
539,875 
309,707 


REVENUES FROM ELECTRICITY SALES 


Puget Sound Power & Light 
Portland General Electric 
Seattle Lighting Department 


spective advances over the 1933 “lows” 
in production, sales, and revenues are 
presented. Figures for the Portland 
General Electric Company, serving a 
comparable area in and around Port- 
land, Oregon—also under competition 
—are included. This is with major 
purpose of attesting that Puget Sound 
Power has not forged ahead of the 
rival municipal system because of an 
unusual or unexplained circumstance. 
Rates of the competing Seattle utilities 
have been the same during the period 
indicated. Portland rates were pared 
slightly last October to a level averag- 
ing virtually the same as Seattle rates. 

The comparative figures yield more 
than a gentle hint that competition has 
served to turn conditions a bit sour for 
management of Seattle City Light. 
Other corroborative data might be 
presented. 

Outlook for the generously touted 
municipal system, instead of brighten- 
ing up, remains tinged with gloom. 
Seattle’s municipal street railway sys- 
tem is one of City Light’s best custom- 
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$10,461,876 $12,464,632 


7,197,649 
4,936,500 


8,743,566 
5,380,792 


ers. In recent years the railway has 
used an average of 11.2 per cent—32. 
000,000 kilowatt hours a year—of the 
electric energy sold by the municipal 
system. If present agitation for whole- 
sale motorizing of the admittedly anti- 
quated transportation facilities should 
bring about this change, City Light 
would lose a substantial part of its 
present business, making forward 
progress yet more difficult. 


Bes Light will not encounter 
Bonneville power in direct compe- 
tition. In years not far distant, how- 
ever, Bonneville and Grand Coulee may 
set rates in Pacific Northwest that the 
more moderately subsidized City Light - 
may not hope to duplicate. Puget 
Sound Power, with one of its generat- 
ing plants located on Columbia river, 
has facilities which would enable it to 
take cheap Grand Coulee power much 
more easily and with far less expense 
than could City Light. 
Mr. Ross has felt the unpleasant im- 
pact of capable competition in his man- 
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agement of City Light. It has inter- 
fered seriously with his plans and has 
materially circumscribed his opera- 
tions. The unpleasant restraints have 
been augmenting rather than decreas- 
ing. 

Ae Ross is determined, if it be pos- 
sible, that the big system he has builded 
shall be freed from competition with 
the private utility. 

When, in 1935, advisers named a 
tentative price which they thought City 
Light might reasonably pay to acquire 
Puget Sound Company’s Seattle facil- 
ities, Superintendent Ross not only did 
not haggle but was said to have 
“upped” the figure moderately in set- 


ting it at $37,370,000. No formal offer 
has ever been made to the owners of 
Puget Sound Power. 

Experiences of Mr. Ross over a long 
term of years patently have convinced 
him that a capable competitor in the 
power business has what may loosely 
be termed a “nuisance value.” If the 
competitor may be acquired and its 
hamperings thereby removed, it may be 
the part of wisdom to “pay what you 
can afford to pay” for the facilities of 
that competitor. When Administrator 
Ross openly and frankly expressed this 
view it was noted by those familiar 
with his activities as quite to be 
expected. 





y has 
—32,- 
vf the 
icipal 
hole- 
anti- 
10uld 
Light 
vf its Telephone Racket in Japan 
ward T= near collapse of government ownership and control of the tele- 
phone communications system in Japan from a progressive business 
standpoint is best evidenced by the racket which has grown up among 
t persons who speculate in applications for telephone service. When the 
unter list was closed for the spring of 1938, a total of 519,393 applications for 
mpe- service had been received in the five major Japanese cities—over half in 
h the city of Tokyo. Yet, because the government system has to depend 
Ow- on bond issues for new construction, only 16,580 telephones can actually 
> may oO ap in these cities during the fiscal year which will end in June, 
it the Because of this lag between supply and demand, poets and peasants 
Light and people whose economic circumstances would make it impossible for 
cet them ever to dream of paying the installation fee of 450 yen (a yen 
ug equals about 29 cents) have long since registered for service with the 
1erat- assurance that they can always sell their place in the line, so to speak, 
best to a busy merchant who is willing to pay a high premium rather than 
ug ) wait years for a new telephone to be established in his place of business. 
it to There have also grown up brokerage agencies which handle deals of 
sainch this nature, which bring a clear profit of 950 yen according to the 


“market price” of 1,400 yen quoted by the Japanese Times and Mail 
(Tokyo) as of April 14, 1938. Tokyo papers are becoming increasingly 
caustic about the telephone “famine,” pointing out that profits from gov- 
ernment bond issues are being unfairly diverted from the urgent needs 
of Japanese commerce. The Communications Minister, states the Tokyo 
Nicht Nichi, is seriously considering revamping Japanese telephone sys- 
tem, even to the extent of letting some certified private agency operate it. 
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Wire and Wireless 
Communication 


Ye en: decision of the FCC in the twin 
cases involving the North-West 
Telephone Company and the Milton and 
Milton Junction Telephone Company, 
both of Tomah, Wisconsin, emphasizes 
the importance of the recent ruling of 
the Federal district court for Western 
New York, which upheld the jurisdic- 
tion of the FCC over the Rochester 
(N. Y.) Telephone Company. It may 
be recalled that the Rochester Case 
raised the question of whether an al- 
legedly independent telephone company 
is legally subject to the control of the 
national Bell telephone system (within 
the meaning of the Federal Communica- 
tions Act) where a substantial interest 
but not a clearly controlling majority of 
its stock is held by a Bell unit. 

Where it is found that Bell does not 
exercise control, the independent com- 
pany is regarded as merely a “connecting 
carrier,” as far as the FCC is concerned, 
and that means virtually no regulation 
by the Federal agency at all. On the 
other hand, a telephone company, how- 
ever local in character, is subject to com- 
plete FCC supervision if it is found to 
be under the intercorporate control of 
the Bell telephone system. 

Section 2(b) of the Communications 
Act, which controls the situation, is in 
part as follows: 

. . nothing in this act shall be construed 
to apply or to give the commission juris- 
diction with respect to... (2) any carrier 
engaged in interstate or foreign communica- 
tion solely through physical connection with 
the facilities of another carrier not directly 
or indirectly controlling or controlled by, or 
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under direct or indirect common control 
with such carriers; . 


The Federal court held in the Roches- 
ter Case that the word “control,” as 
used in this section, should be construed 
very broadly as meaning almost any kind 
of “control” which one corporation 
might exert upon another. 

The import of this decision obviously 
went beyond the facts in the Rochester 
Case, which was a situation where the 
New York Telephone Company (a Bell 
unit) owned less than half of the com- 
mon but almost all of the preferred stock 
of the Rochester Telephone Company. 
By reason of a charter provision, the pre- 
ferred stockholders exerted, under some 
circumstances, voting rights superior 
even to those of the common sharehold- 
ers of the Rochester Company, so that it 
is not difficult to understand the court's 
ruling, even if one does not agree with 
the results. 


GC Bow broad sweep of the court's 
opinion, however, was quite another 
matter. And that bears directly upon 
the FCC ruling in the two Wisconsin ; 
cases. There, both local telephone com- 
panies had the same president, who be- 
came indebted, in the course of expand- 
ing his companies’ properties, to the Wis- 
consin Telephone Company, a Bell sub- 
sidiary. To secure this indebtedness he 
pledged as collateral with the Wisconsin 
Telephone Company, a majority of the 
shares of stock of both local companies. 
But only in the event of default was the 
Bell company authorized to sell or as- 
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WIRE AND WIRELESS COMMUNICATION 


sign, or otherwise exercise any right over 
the stock other than that of custodian. 
Just the same, the FCC decided on 
August 2, 1938, that the facts were such 
as to constitute evidence of substantial 
control of both the local Wisconsin com- 
panies by the Wisconsin Telephone 
Company. The FCC stressed the opinion 
of the Federal district court in the 
Rochester Case and indicated its belief 
that the FCC has wide discretion in de- 
termining what constitutes “control” of 
an allegedly independent telephone com- 


any. 
~~ the FCC has several other cases 
in this series of questionable Bell-inde- 
pendent relations for purposes of deter- 
mining Federal jurisdiction, it is prob- 
able that the FCC will proceed to resolve 
most legal doubts in favor of its own 
jurisdiction unless the U. S. Supreme 
Court should restrict the latitude of the 
lower court’s opinion in the Rochester 
Case. 

It is understood that the parties in the 
Rochester Case are seeking a review of 
the case in the highest tribunal at the 
next October term. Because the Roches- 
ter Case was originally tried before a 
statutory district court of three judges, 
appellate proceedings may be taken di- 
rectly to the U. S. Supreme Court with- 
out the necessity for intermediate appel- 
late proceedings in a U. S. Circuit Court 
of Appeals. 

ce ae: 

Av forms of communications carriers 

have a good chance of appearing in 
the forthcoming parade of industries to 
be inspected by the special committee to 
investigate monopolies, which was au- 
thorized by the last session of Congress. 
The chairman of the committee, how- 
ever, Senator O’Mahoney, of Wyoming, 
insists that the industries to be examined 
will not necessarily be held up to the 
public view as corporate villains. On the 
contrary, where the benefits or necessi- 
ties of monopolistic practices appear to 
be well established, the committee is pre- 
pared to admit as much and even to give 
credit where it is due. 

n other words, the committee is un- 
derstood to be already agreed that big 
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business is not bad per se. Chairman 
O’Mahoney insists that the most valuable 
feature of the investigation will be study 
rather than persecution. 

There are rumors that the Bell tele- 
phone system, if examined in detail, will 
be studied as an example of benign 
monopoly, although it is to be expected 
that the committee, especially the liberal 
members of it, will emphasize the neces- 
sity for strict governmental regulation 
under such circumstances. 

The reason for the unique position of 
the telephone industry with respect to a 
general study of big business in the 
United States is that it presents an inter- 
esting example of an industry which has, 
by voluntary action, assigned certain 
fields for the operation of independent 
units as distinguished from other fields 
assigned for the operation of the national 
system, controlled by the American 
Telephone and Telegraph Company. 
This agreement, known as the Kingsbury 
commitment, was reached a number of 
years ago following bitter struggle be- 
tween Bell companies and non-Bell com- 
panies. Since the agreement was put 
into effect there has been comparatively 
little trouble between the two groups. 
In fact, it is well known that growing 
harmony and codperation have succeeded 
conflict and misunderstanding in Bell- 
independent relations. 

There are other angles, however, of 
the Bell telephone system practices which 
the committee may examine more crit- 
ically. Most noteworthy is the alleged 
“patent pool,’ one phase of which is 
on the docket of the U. S. Supreme Court 
for the next fall term when the court 
will rehear the case of General Talking 
Pictures Corporation v. Electrical Re- 
search Products Inc. et al. (the latter a 
Bell unit). The committee will probably 
await the outcome of the Supreme 
Court’s decision in the aforementioned 
case before going into the patent aspects 
of the Bell system. In fact it may also 
await the final report of the Federal 
Communications Commission in its spe- 
cial investigation of the Bell system. 
Some attempt has already been made by 
critics of the Bell system to get the anti- 
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monopoly committee interested in the 
“proposed report” of the FCC’s special 
telephone investigation (popularly 
known as the Walker report) which has 
already been released. 

However, most of the committee mem- 
bers sense that the final report of the 
FCC will be quite different in tone from 
the “proposed report” and so they have 
thus far evinced little interest in the lat- 
ter document. 


fo radio broadcasting and tele- 
graph industries are likely to find 
themselves important features of the 
committee’s agenda. Here again, how- 
ever, the committee will probably await 
some action by the FCC in its own radio 
broadcasting investigation. The FCC’s 
radio investigation is expected to get un- 
der way early in October. There is hope 
that it will be completed in time to have 
reports ready before agitation can be re- 
newed in the next session of Congress 
for a congressional investigation of radio 
broadcasting and its regulation under the 
FCC. 

In fact, Chairman McNinch is be- 
lieved to be hopeful that the FCC’s re- 
port on both the telephone and radio 
broadcasting investigations will be ready 


e 


Holding Company 
American Utilities Service Corp. 
“ ‘ “ “ 


to send up to the next session of Con. 
gress before the latter begins asking em. 
barassing questions about the delay, 

It will be recalled that criticism of the 
FCC and a congressional investigation 
of radio broadcasting was averted at the 
last session of Congress only after strong 
representations had been made by ad- 
ministration spokesmen that (1) the 
FCC was already busy with its own in- 
vestigation of alleged radio broadcasting 
monopoly and ought to be given an 
opportunity to complete it; (2) that the 
investigatory powers of the general anti- 
monopoly committee authorized by Con- 
gress were broad enough to include an 
investigation of radio broadcasting, and 
that therefore the special congressional 
investigation would be unnecessary 
duplication. 

Under such circumstances, the anti- 
monopoly committee is almost under an 
obligation to look into the radio situation 
as part of its task of checking up on 
monopolistic practices in general. 

os Se 


i is not very widely appreciated that 
a number of the gas and electric hold- 
ing companies which have registered 
with the Securities and Exchange Com- 
mission, under the Holding Company 


Telephone Company Controlled 
(State of Organization) 


Southeastern Telephone Co. (Fla.) 
Southeastern Telephone Co. (Del.) 


Bluefield Telephone Co. (Va. & W. Va.) 
Central Telephone Co. of Ga. (Del.) 
_— County Telephone Co. (W. Va.) 
orthwestern Illinois Utilities (IIl.) 
Wisconsin Central Utilities Co. (Wis.) 
Southeastern Telephone Co. of Ga. (Del.) 


Associated Gas and Electric Co. 
Citizens Utilities Co. 
Colonial Utilities, Inc, 


Commonwealth & Southern Corp. 
East Coast Public Service Co. 
Engineers Public Service Co. 
North Continent Utilities Corp. 
Penn Western Gas & Electric Co. 
Republic Electric Power Corp. 
Southeast Power & Light Co. 
Standard Power and Light Corp. 


United Telephone and Electric Co. 
SEPT. 1, 1938 


Smyrna Telephone Co., Inc. ( 
Public Utilities California Corp. (Cal.) 

Walden Telephone Co. (N. Y.) 

Weybridge Light & Power Co., Inc. (Vt.) 
Tennessee Electric Power Co. (Md.) 

East Coast Telephones, Inc. (Va.) 

Puget Sound Power & Light Co. (Mass.) 

New Mexico Public Service Co. (N. M.) 
Nebraska Public Service Co. (Neb.) 

Needles Gas & Electric Co. (Cal.) 

Southeast Arkansas Telephone & Power Co. (Ark) 
Mountain States Power Co. (Del.) 

Northern States Power Co. ( Minn.) 

(Controls 16 operating Companies. ) 
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Act, control telephone companies. In the 
aggregate these holdings do not consti- 
tute in any sense a substantial section of 
the telephone industry. However, in re- 
sponse to an inquiry to this department 
fora list of registered holding companies 
controlling telephone properties (taken 
from the official records of the SEC), 
the table on page 318 is presented. 

All of the 13 registered holding com- 
panies listed there were included in the 
list of 66 holding companies which SEC 
Chairman Douglas recently requested to 
submit integration and_ simplification 
plans by December Ist. Several of these 
companies are already in the process of 
corporate reorganization. In fact, Chair- 
man Douglas’ request (it was nothing 
more than that notwithstanding press 
reference to it as an “order”) was re- 
garded in holding company circles as 
simply a notice that the SEC means busi- 
ness in administering §11 of the Holding 
Company Act (popularly known as the 
“death sentence”). An inspection of the 
entire list of 66 holding companies to 
which the request was addressed empha- 
sizes such a belief, since it is known that 
most, if not all, of them are working dili- 
gently on simplification plans. It is quite 
likely, however, that before such plans 
are finally approved—where they involve 
telephone properties — the SEC will 
want the registered parent concerns to 
dispose of their holdings in telephone 
properties and all other properties not 
connected as a matter of operating ne- 
cessity with the rendition of gas and 
electric service. Such is the plain intent 
of the Holding Company Act. 

2 ek & 

RECENT decision of the appellate 
division of the New York Supreme 
Court (decided July 7, 1938) has en- 
gaged the interest of telephone com- 
panies not only in New York state but 
elsewhere. The decision, which involves 
aruling of the New York Tax Commis- 

sion, is reported in 278 N. Y. 276. 

It appears that prior to 1933 most tele- 
phone switchboards were classed as per- 
sonal property and were taxed as such. At 
about that time, the personal property 
tax of New York state was repealed and 
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since then the New York Tax Commis- 
sion has been trying to collect a real 
property tax from telephone companies 
by classifying switchboards as real prop- 
erty. Telephone men in the Empire state 
naturally resisted this inconsistent atti- 
tude of the state tax commission but the 
local assessors had their orders from 
Albany to tax switchboards as real 
property and as a result telephone com- 
panies had to pay the taxes under protest. 

The recent decision of the appellate 
division vindicated the viewpoint of the 
New York telephone men and held that 
just because a switchboard is attached 
to the floor it does not thereupon become 
“affixed to the realty” to the extent that 
would make it taxable as real property. 
The court’s opinion stated in part: 

Machinery normally is personal property 
and is deemed a fixture only where it is in- 
stalled in such a manner that its removal will 
result in material injury to it or the realty or 
where the building in which it is placed was 
specially designed to house it, or where 
there is other evidence that its installation 
was of a permanent nature. 

The court’s view is justified by prac- 
tical experience within the telephone in- 
dustry, in that a switchboard is never in- 
stalled in a very permanent fashion be- 
cause equipment models change so 
quickly that they are almost certain to 
be replaced before the usefulness of the 
building has run out. 

* * * x 
| Pes Canada comes news of a de- 
cision of the Dominion’s Transport 
Commission which rejected a complaint 
by the town of Weston—suburb of To- 
ronto—that a uniform $10 a month 
charge for “foreign exchange service” is 
unfair. The Bell Telephone Company of 
Canada recently installed this service in 
all suburban exchanges adjacent to To- 
ronto and Montreal to avoid discrimina- 
tions and anomalies which arose under 
former methods of computing mileage 
for foreign exchange service in populous 
suburbs. The new optional rate gives 
such suburban subscribers access, with- 
out special toll, to all exchanges within 
the central metropolitan area—in addi- 
tion, of course, to local exchange service 
within the suburb. 
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SEC Asks Holding Company 
Plans by December Ist 


HE SEC on August 4th sent letters 

to sixty-six utility companies, re- 
questing them to file by December lst 
tentative or final plans for the economic 
and geographical integration of their 
properties in accord with the provisions 
of §11 of the Holding Company Act. 
While the commission in the past has in- 
dicated that it will follow a lenient policy, 
Chairman Douglas has presumably de- 
cided that a “deadline date” is necessary 
to effect some progress with this tre- 
mendous program in 1938. It has been 
generally believed that it will take a num- 
ber of years to work out a complete pro- 
gram for all utilities, especially if any 
issues are taken to the courts. Thus far 
the only large system whose plan has been 
filed and accepted is American Water 
Works & Electric Co. The commission 
on July 20th served definite notice on 
Utilities Power & Light Corporation that 
an integrated plan must be worked out 
immediately. Commissioner Douglas’ let- 
ter read in part as follows: 

The plan of any one system, in so far as 
it calls for acquisition or disposition of as- 
sets or of securities, usually involves the 
plans of one or more other systems. Thus, 
the development of §11 programs frequent- 
ly will necessitate action by two or more 
systems. Furthermore, consideration by the 
commission of tentative proposals by one 
system should preferably be given in light 
of the desires and hopes of other systems 
which are affected. The commission has con- 
sistently taken the view that the develop- 
ment of a §11 (b) (1) program for one sys- 
tem should be made in light of the require- 
ments of the various systems which may be 
directly or indirectly involved. 


According to comment in Barron’s, 
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and 
Comment 


By OWEN ELY 


Electric Bond and Share Company, North 
American Company, and Columbia Gas & 
Electric Corporation are generally under. 
stood in Washington, in the absence of any 
official confirmation, to be three companies 
with which the SEC has talked about in- 
tegration problems. . . 

It is now an open secret that C. E. Gross. 
beck of Bond and Share has talked with 
SEC officials about the possibility of his 
company buying the Indianapolis properties 
of Utilities Power & Light Corporation if 
those properties are put up for sale in the 
course of the U. P. & L. integration which 
the SEC is starting. 

A stumbling block has been the rural, less 
profitable Indiana properties which the SEC 
thinks should be sold with the Indianapolis 
properties, if they are sold at all, Similar 
tentative “feelers” from North American are 
understood to have been received on the 
possible sale of the St. Louis properties of 
Utilities Power & Light Corporation. ... 

Unmentioned also 1n Washington official 
circles are the names of companies which 
the SEC would like to prod into greater in- 
terest in simplification and integration. Un- 
officially there is no secret about Associated 
Gas & Electric Company being the chief 
among these. 


5 


Integration and Rates 


HE following editorial comment by 

The New York Times is of interest 
in connection with the discussion of Com- 
missioner Douglas’ statements on inte- 
gration, published in the last issue of this 
department : 


In his recent statements on integration 
Mr. Douglas has stressed the advantages 
integrated systems hold over nonintegrated 
ones from the point of view of stability of 
revenue and income. There remains one im- 
portant point, however, on which Mr. Doug- 
las has said little. This concerns the rates 
charged for electric service. A study reveals 
that the 1937 average residential rate 
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charged by the ten integrated companies 
mentioned by Mr. Douglas in his recent ad- 
dress before the American Bar Association 
amounted to 4.45 cents a kilowatt hour. The 
eight scattered and nonintegrated systems 
cited in his integration speech had an aver- 
age residential rate of only 3.86 cents a kilo- 
watt hour. These figures are highly impor- 
tant from a consumer standpoint. Of the 
nonintegrated systems, The Commonwealth 
& Southern Corporation had the lowest aver- 
age—3.28 cents a kilowatt hour; Consoli- 
dated Edison led the integrated system with 
5.44 cents. 


> 
New Proxy Rules 


EVISED proxy rules were issued by 
the SEC August 11th. They sub- 
stantially increased the amount of infor- 
mation which must be made available 
when proxies are solicited, and also put 
“teeth” in the rules, which apply to all 
securities registered on national ex- 
changes. Changes are effective October 

Ist. 

The statements must set forth the 
identity of persons soliciting the proxy, 
the nature of the matters to be voted on 
under the proxy, power of the security 
holder to revoke his proxy, the rights of 
dissenting stockholders, and the expenses 
of solicitation. In addition, certain finan- 
cial data are sometimes required. 

The security holder solicited must be 
given the opportunity to direct how his 
vote shall be cast on each of the items on 
the agenda, unless he specifically wishes 
to confer full discretion upon the persons 
soliciting his proxy. The New York 
Times comments as follows: 

There is no doubt but that the new proxy 
regulations issued by the SEC will mean in- 
creased delays and greater expense to cor- 
porations proposing changes in capital or 
physical structure which require action by 
stockholders, since there is always an army 
of stockholders to whom any change, unless 
they believe they are getting more value than 
before, is puzzling and an object of sus- 
picion, By and large, however, the public in- 
terest appears to be wholesomely served by 
the new rules. The proxy itself will provide 
space for negative as well as positive 
choices, instead of being purely a positive 
document, as in the past, when objectors 
either had to appear in person or by proxy 
of their own choice or through some “pro- 


tective” committee and were generally out- 
numbered and overawed by the manage- 
ment’s proxy collections, 


> 


New York Public Service Com- 
mission “Not a Rubber Stamp” 


Wie a reminder that its action is 
not to be regarded as a mere rubber 
stamp, the public service commission of 
New York took action on two important 
matters in connection with recent util- 
ity bond offerings. On August 8th, 
Chairman Maltbie ordered that the pend- 
ing issue of $32,000,000 New York 
Steam Ist 34s be reduced by slightly over 
$4,000,000. In approving the reduced 
amount of bonds, the commission round- 
ly assailed the company’s depreciation 
policy and also questioned the right of 
Consolidated Edison to guarantee the 
issue. 

In issuing the order the commission at- 
tacked a paragraph in The New York 
Times of July 27th which commented on 
the delay of the commission in acting on 
the proposed new financing. The com- 
mission said “public utilities should know 
by this time that this commission is not in 
the habit of signing on the dotted line 
merely upon the presentation of papers.” 

On the following day the commission 
issued a report criticizing expenses of 
$7,775,888 made in connection with six 
Consolidated Edison bond issues totaling 
$260,000,000. The underwriters received 
a fee of 2 per cent of the issue (except 
in one case where 1} per cent was paid), 
but added allowances were made for ex- 
penses, which in the opinion of the com- 
mission should have been assumed by the 
underwriters as part of their own costs. 


> 


“Write-ups” 

r. Harcourt A. Morgan, chairman of 

the TVA board since President 
Roosevelt removed Dr. Arthur E. Mor- 
gan for “contumacy,” recently attempted 
to defend the board’s action in paying the 
International Agricultural Corporation 
$680,000 for about 550 acres of phos- 
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phate lands in middle Tennessee, for 
which the company had paid only $125,- 
000 a short time before. 

Under cross-examination by Repre- 
sentative Charles Wolverton of New Jer- 
sey, a Republican member of the con- 
gressional investigating committee, Dr. 
Morgan admitted that he did not know 
the company was making a profit of more 
than $500,000 at the time the board acted, 
but that if he had known it he would 
have approved the purchase anyway be- 
cause of the importance of phosphates 
and other circumstances affecting the 
production of new and cheaper forms 
of fertilizer as part of the TVA agricul- 
tural program. 

It is hard to imagine a private utility 
company jumping into such a deal with- 
out careful investigation, and paying over 
five times the recent value of the prop- 
erty. This is exactly the sort of thing 
that Mr. Douglas of SEC likes to refer 
to as characterizing the heyday of utility 
finance in the “roaring twenties.” 


Incidentally, couldn’t the transaction 
be classified as a “write-up”? Now that 
the real commercial value of the property 
has come to light, is the TVA justified 
in carrying the property on its balance 
sheet at $680,000? Wouldn’t the “pru- 
dent value” be moderately-in excess of 
$125,000? Wouldn’t any figure in excess 
of that be a “write-up” similar to those 
which certain utilities used to make? The 
TVA directors would probably defend 
the entry at the higher figure as the 
“original cost” as of the date when first 
“dedicated to public use.” 


v 


Corporate News 


i Telephone & Electric Com- 
pany’s plan of reorganization has 
been approved by the SEC subject to 
possible modification of the voting trust 
agreement. The new company will issue 
44 per cent sinking fund serial deben- 
tures in the principal amount of $1,297, 
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003, plus the amount of interest on claims 
at 6 per cent from January 15, 1938, to 
the date which the court fixes for distri- 
bution of the debentures. It also will 
issue 601,633 shares of $10 par value 
common stock. 


The SEC issued its first denial of an 
application for exemption, under the 
Holding Company Act, to Houston Nat- 
ural Gas Corporation. The commission 
pointed out that since the holding com- 
pany was organized in Delaware and the 
four operating subsidiaries in Texas, this 
involved interstate commerce. 


Cincinnati Gas & Electric Company 
proposes a reduction in its outstanding 
common stock from $30,000,000 to $7,- 
500,000. 


Dayton Power and Light Company, 
Dayton, Ohio, has filed an application for 
exemption from the Holding Company 
Act requirement for filing a declaration 
with respect to the sale of 42,500 shares 
of no par value common stock at $60 a 
share for an aggregate of $2,500,000, to 
its parent company, the Columbia Gas 
& Electric Corporation. 


The committee for holders of first and 
refunding-mortgage bonds of the West 
Ohio Gas Company, a subsidiary of the 
Midland Utilities Company, has filed a 
revised plan for reorganizing the West 
Ohio concern. 


Columbia Gas & Electric Corporation 
has taken steps toward reducing the 
stated value of its capital stock, thereby 
providing a reserve to absorb probable 
write-downs of investments in subsidi- 
aries and paving the way for resumption 
of dividends on the common stock. This 
is in accord with recommendations made 
by the SEC. 


Cs of the New York & 
Queens Electric Light & Power 
Company have received warrants to sub- 
scribe to the 8,772 additional shares of 
5 per cent noncumulative preferred stock. 

he increase in the number of preferred 
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shares again makes the bonds of the com- 
pany legal investment for savings banks 
in New York and other states. Subscrip- 
tion rights expire September 9th. The 
sale in May of $10,000,000 of bonds of 
the Queens Company disqualified all of 
the company’s bonds as legal investment 
in New York state, as the par and stated 
value of the capital stock was not equiva- 
lent to two-thirds of the total mortgage 
indebtedness. This new issuance corrects 
this condition. 


Following the protest by three direc- 
tors regarding the reorganization plan of 
Northeastern Water & Electric Corp., 
Associated Gas & Electric (which con- 
trols the company through Northeastern 
Water Companies) has revised the plan 
to provide for more favorable refund- 
ing of funded debt and disposal on favor- 
able terms of its gas and electric subsidi- 
aries either for cash or for water com- 
panies. 


The protective committee for Manhat- 
tan Railway Company _ stockholders 
proposes to file claims against the Inter- 
borough Rapid Transit Company estate, 
arising out of the 1922 readjustment 
plan. The latter provided that the modi- 
fied stock be reduced from a fixed $7 
dividend basis to a $5 basis annually, if 
earned, upon the agreement that in case 
of default the rights of the modified 
stockholders should be undiminished by 
reason of the plan. Nathan L. Amster, 
chairman of the protective committee, 
said in the letter that “in view of defaults 
by IRT under both the lease and the 1922 
readjustment plan, holders of Manhattan 
modified stock are creditors of the Inter- 
borough Company.” 


The SEC announced a hearing for Au- 
gust 19th on the proposed reorganiza- 
tion plan of Midland Utilities Company. 
The plan provided for the formation of 
a new corporation having an authorized 
capitalization of 3,000,000 shares of $1 
par value common stock, the acquisition 
by the new company of all the assets of 
Midland Utilities Company and the issu- 
ance of 1,999,757 shares of common 
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stock in respect of the claims and interest 
of creditors and stockholders of Midland 
Utilities Company. 


The Federal Power Commission has 
approved the proposals of the Baton 
Rouge Electric Company and the Louisi- 
ana Steam Generating Corp., to dispose 
of their entire facilities, other than the 
bus properties and business of the Baton 
Rouge Company, to the Gulf States Util- 
ities Company. All three of the companies 
are subsidiaries of the Engineers Public 
Service Company. 


There is much doubt about published 
reports that two of the country’s largest 
public utility holding concerns may com- 
ply with the integration provisions of the 
Public Utility Holding Company Act by 
a property sales deal. The press item 
stated that the Cities Service Company 
had entered into negotiations looking to- 
ward the sale of its utility properties in 
Michigan and Ohio to The Common- 
wealth & Southern Corporation. The 
proposed deal was reported as part of a 
Cities Service program to withdraw 
from the public utility field. 


> 


New Financing 


FTER several weeks “in the doldrums” 
the new issue market suddenly 
came to life early in August, with a num- 
ber of large offerings in quick succes- 
sion : 


$32,000,000 Indianapolis Power & Light Ist 
3%s of 1968 
5,500,000 Indianapolis Power & Light 3- 
4% Serial Notes due 1939-48 
30,000,000 Toledo Edison Ist 34s due 1968 
6,500,000 ae 4% Debentures 
9 


due 1 

10,000,000 Public Service Electric & Gas 
ref. 34s due 1968 

27,982,000 at York Steam Ist 34s due 


These new issues proved very success- 
ful despite some irregularity in the stock 
market. The Toledo Edison 34s, for ex- 
ample, were quoted at a point premium 
on the day of issue and the Indianapolis 
Power & Light 3s advanced to a 2} 
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point premium a few days after the 
offering. 

Arrangements have been made by the 
Diamond State Telephone Company for 
the issuance and private sale to a small 
group of insurance companies and say- 
ings institutions of $3,000,000 of 3 per 
cent debentures due 1968. The deben- 
tures are expected to sell at 98}. 

Gulf States Utilities on August 11th 
filed a registration statement with the 
SEC for $10,000,000 Ist and refund- 
ing 4s. 

On August 5th Lone Star Gas regis. 
tered $20,000,000 debentures 34 due 1953 
and 730,000 shares common stock. It is 
understood that part or all of the deben- 
tures will be convertible. 


n August 5th Commonwealth Edison 
Company filed registration of $33, 
000,000 Ist 34s due 1968 and between 
$39,251,600 and $50,208,745 convertible 
debentures 34s due 1958. The company 
also registered between 7,850,320 and 
10,041,749 subscription warrants evi- 
dencing right to subscribe to the deber- 
tures, and between 1,570,064 and 2,008- 
350 common shares reserved for conver- 
sion of the debentures. The warrants, to 
be issued to stockholders of record Sep- 
tember 2nd, and expiring September 21st, 
will give the right to subscribe to the de- 
bentures at par on the basis of $5 princi- 
pal amount of such debentures for each 
share held. 

Yonkers Electric Light & Power Com- 
pany has been authorized by the public 
service commission to issue $9,515,000 
debentures 34s due 1950, to be guar- 
anteed by Consolidated Edison Co. The 
bonds were to be sold not later than Au- 
gust 15th at 1014 or better. : 

Detroit Edison Company plans a $15, 
000,000 refunding issue, which may be 
sold privately. The company also bor- 
rowed $15,000,000 from the banks in 
June. 

Associated Gas interests arranged for 
sale of $2,903,200 New York State Elec- 
tric & Gas Corp. 5 per cent notes due 
1948, solely to residents of New York 
state in multiples of $100. The notes are 
to be sold largely to customers. 
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INTERIM EARNINGS STATEMENTS 


No.of End System Earnings per Share (a) 


Months of Last Previous Per Cent Per Cent 
Electric and Gas Included Period Period Period Increase Decrease 


American Gas & Electric 12 June 30(b) $2.20 
American Power & Light (Pfd.).. 12 May 31 6.05 
American Water W. 12 June 30 (c) 
Boston Edison 12 June 

Cities Service P. & L. (Pfd.) 9 June 30 
Columbia Gas & Electric 5 May 31 
Commonwealth Edison 6 June 
Commonwealth & Southern (Pfd.). June 
Consolidated Edison, N. Y. ........ 12 June 
Consolidated Gas of Baltimore .... June 

Detroit Edison June 
Electric Power & Lt. (1st Pfd.) ... May 

Inter. Hydro-Electric (Pfd.) Mar. 

Long Island Lighting (Pfd.) June 30 
Middle West Corp. : os cocccasece 3 Mar. 3 
National Power & Light May 
Niagara Hudson Power June 

North American Co. .............. June 

Pacific Gas & Electric June 

Public Service Corp. of N. J. .... June 
Southern California Edison 12 June 
Standard Gas & Elec. (Pr. Pfd.) .. May 

United Gas Improvement 1 June 

United Light & Power (Pfd.) .... May 





Nrudinnd-, P ‘ ‘ t : > o, 


Gas Companies 


American Light & Traction June 30 
Brooklyn Union Gas Mar. 31 (c) 
Lone Star Gas June 30 
Pacific Lighting June 30 
Peoples Gas Light & Coke June 30 (c) 
United Gas Corp. (1st Pfd.) May 31 (b) 


Telephone and Telegraph 


American Tel. & Tel. (£) May ( . 
General Telephone 1 June ( 1.54 
Western Union Telegraph June 30(c) D .31 


Traction 


Greyhound We kur is pecteces June 30 (c) 51 
Twin City Rapid Transit June 30 (c) D .23 


Systems outside United States 


American & Foreign Power (Pfd.). 12 Mar. 31 (c) 6.88 
International Tel. & Tel. (d) 2 Mar. 31 36 


D—Deficit. 

(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 

(b) Data also available for month indicated. 

(c) Similar report also published for quarter ending same period. 

(d) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 

(e) Not reported. 

(f) For twelve months ended June 30th the parent company earned $9 compared with 
$10.21 last year. 
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The Growth of the Federal 
Corporation 


HAT are the corporate abuses and 

dangers against which most reform 
criticism has been directed, especially 
since the advent of the New Deal? 
Almost any intelligent layman would 
probably be able, upon a moment’s re- 
flection, to recall the more salient counts 
in the indictment against the modern 
corporation. 

Certainly our hypothetical layman 
would remember the frequently deplored 
evil of interlocking directorates, of 
“pyramid” financial control, of absentee 
management and its arbitrary use of 
“other people’s money.” He ought also 
to remember the charge of manipulated 
records or inadequate accounting made 
against so many of our larger corporate 
enterprises. 

It should be of interest to all, there- 
fore, to know that in the practice of 
modern Federal corporations, all of these 
features are present—sometimes in a de- 
gree to dwarf comparative private com- 
mercial corporate practice. We have 
Charles Cortez Abbott, writing in the 
1938 summer issue of Harvard Business 
Review, to thank for this realistic picture 
of Federal administrative business in 
action. 

Mr. Abbott’s article contains two 
charts, rather complicated at first glance, 
which attempt to portray, respectively, 
the financial and administrative relation- 
ships of the various alphabetical cor- 
porations. A few of these agencies were 
born during the World War and during 
the post-war Coolidge and Hoover ad- 
ministrations, but the great majority 
have come into being since 1932. 

Some of them, such as the TVA, are 
admittedly permanent creations. Others 
were initiated as “emergency” bureaus, 
and only recently has Federal pretense 
been dropped to the extent of planning 
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their continuation as matters of per: 
manent government policy. Their bank- 
ing ranges from $10 loans by the Emer. 
gency Crop and Feed Loans to the mil 
lion dollar deals of the RFC. Operations 
range from raising chickens, tomatoes, 
and making rum in the Virgin Islands 
to vast hydro activities on the Tennessee, 
Columbia, and Colorado rivers. There 
is also substantial railroading in Alaska 
and Panama. 


ONTRASTING Federal corporations 
with one another, Mr. Abbott finds 
no semblance of uniformity either in the 
method of their creation or in the powers 
granted in their charters. Some are fora 
term of years, others are chartered in 
perpetuity. Some Federal corporations 
were organized by acts of Congress. 
Some were organized under the laws of 
Delaware, New York, Maryland, and 
elsewhere. Some agencies have no cor- 
porate form at all—being simply created 
by executive order of the President. 
Continuing his comparison, Mr. Ab- 
bott states : 


The so-called “separation of ownership 
and control” in the case of private corpora- 
tions has given much concern to public- 
spirited men in this and other countries, and 
the divorce of ownership and control in 
many of these bodies appears to be very 
considerable. Although the ultimate pro- 
prietary interest in many of these agencies 
doubtless rests with the people of the 
United States, the actual control possessed 
by American citizens as stockholders over, 
say, the Commodity Credit Corporation, 
would appear to be small. Of the $100,000; 
000 capital of this corporation, $3,000, 
was jointly subscribed by the Secretary of 
Agriculture and the governor of the Farm 
Credit Administration out of funds made 
available by the National Industrial Re- 
covery Act and allotted by executive order; 
the remaining $97,000,000 was subscribed 
by the Reconstruction Finance Corporation. 
As noted elsewhere, Congress has recently 
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WHAT OTHERS THINK 


enacted that the Secretary of the Treasury 
shall annually make good any impairment 
of this company’s capital, and the President 
has recently requested that an impairment 
of $94,285,404 be restored. 

Lack of publicity of corporate accounts 
has been long deplored by most persons in- 
terested in corporate policies, but the Virgin 
Islands Company and the Tennessee Valley 
Associated Votneratives, Inc., publish no 
annual reports. Complete and standardized 
corporate accounts have been generally 
recommended as desirable by analysts of 
corporate affairs, and in the case of rail- 
roads reports have been required by the 
Interstate Commerce Commission. But a 
group of statements more diverse in form, 
structure, and completeness than that pub- 
lished by Federal bodies would be hard to 
find, 


r. Abbott also finds evidence of 

pyramided financing and inter- 
locking directorates in Federal cor- 
porations. He cites as one example the 
directorate of the Export-Import Bank. 
The fifteen directors include twelve 
members who are also officials of other 
Federal agencies ; several of them being 
oficers of two and three other agencies. 
He states : 


Finally, it may be noted, the managers of 
Federal government corporations operate, as 
do the managers of private corporations, 
with “other people’s money,” the public’s; 
and it may be questioned, on abstract 
grounds if on no others, whether these pub- 
lic managers can be expected to assume a 
greater degree of responsibility for “other 
people’s money” than the managers of pri- 
vate corporations assume for the sums en- 
trusted to them. Moreover, the directors of 
these Federal corporations generally enjoy 
two advantages which their cousins in the 
world of private business do not. In the 
first place, for the most part they do not 
labor under the threat of stockholders’ suits 
for fraud, malfeasance, or negligence, 
either because their corporations do not 
issue stock—the Tennessee Valley Author- 
ity does not—or because of technicalities in 
the way the stock is held. In the second 
place, the success of their operations is gen- 
erally not subject to the kind of systematic 
and objective appraisal given to the activi- 
ties of private business in the public securi- 
ties markets, since few of these Federal 
agencies sell their own securities in the 
public markets, and those which do for the 
most part have their credit buttressed by a 
government guaranty. 


Mr. Abbott does not suggest that the 
employment by Federal bodies of usages 
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commonly considered questionable in the 
world of private business signifies any 
fraud or corruption. He concedes that 
many of these agencies make good use of 
their corporate powers to serve the pub- 
lic interest. He agrees that irregular ac- 
counting, interlocking directorates, and 
similar practices do not have the same 
objectionable implications under public 
usage because of inherent and obvious 
distinctions; but he does think that the 
Topsy-like conglomeration badly needs 
administrative codrdination in the in- 
terest of efficient government. 
Mr. Abbott concludes: 


It seems fairly apparent that the con- 
fused, incomplete, and nonhomogeneous 
accounts published by many of these bodies 
do not portray their real financial condition 
or the trend of their operations. But any 
real reorganization of this corporate super- 
structure, to be effective, must be preceded 
by a statement more exact than any yet 
given of the purposes of many of these 
bodies, of the policies by which they are 
to be permitted to seek their goals, of the 
amount of funds to be placed at their dis- 
posal and the terms on which these funds 
are to be obtained. Much of the uncer- 
tainty, much of the ambiguity connected 
with the operations of these bodies, is 
traceable to the fact that in numerous re- 
spects their legal status and political per- 
quisites, their position in the framework of 
government, and their relations to private in- 
— have never been authoritatively de- 

ed. 


In short, Mr. Abbott reaches the con- 
clusion that sooner or later “this amazing 
patchwork must be taken apart and re- 
arranged in such a way as to give greater 
logical consistency to the system than is 
now apparent; that sooner or later the 
snarled strands of administrative power 
must be untangled and rewoven into a 
fabric with clearer pattern.” 

Furthermore, the author predicts an 
exhaustive financial analysis of these 
bodies must be made that will reveal the 
value of their assets, the ends for which 
their funds are employed, and the bur- 
dens which their operations place upon 
the public finances. 


F2 a more systematic and sympathetic 
analysis of the Federal government 
in the role of corporate enterprise, the 
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recent volume entitled “Government Cor- 
porations and Federal Funds,” by John 
McDiarmid of the department of poli- 
tics, Princeton University, is a work 
which should please public ownership 
advocates. 

Unfortunately, the book smacks of too 
much devotion to the prevalent attitude 
that whatever the Federal government 
has done since 1933 is presumptively de- 
sirable to make the disinterested reader 
feel any great degree of confidence in 
either the factual analysis or its interpre- 
tation. This is not to dismiss the work as 
a propaganda piece. The author is ob- 
viously sincere in his effort to write some- 
thing useful. But there are fields of re- 
search where the devotion of a disciple 
might be more judiciously mingled with a 
spirit of truly liberal investigatory rea- 
soning. 

The author, in short, is too busy de- 
fending Federal corporations from “im- 
passioned and vituperative attacks” to 
pay much heed to such challenging objec- 
tions as those raised in the aforemen- 
tioned article by Mr. Abbott. The in- 
explicable lack of uniformity or rational 
classification in Federal incorporation 
practice, in accounting practice, in finan- 
cial practice, in ordinary legal liability, 
(such as tort actions), the Topsy-like 
growth of the Federal corporations and 
what might be done about them, would 
all seem to be more or less fundamental 
problems, even to the staunchest advo- 
cate of expanding Federal enterprise. 
Yet, Mr. McDiarmid gives small recogni- 
tion to any of these problems beyond a 
few perfunctory generalities to the effect 
that “the increasing number of these 
corporations and the tremendous breadth 
and importance of the activities involved 
warrant more careful study and a de- 
termined effort to bring about improved 
methods of administration and control.” 
(The word “tax” does not even appear 
in his index.) 


O NE of the most irritating features of 
government in business is its in- 
clination to run away from regulation, 


taxation, and restriction. This spirit 
permeates even collateral activities spon- 
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sored by the government, such as the 
REA coéperatives which are openly en. 
couraged by Federal officials to evac& 
state regulation wherever possible. [ts 
only human, perhaps, and there’s a great 
deal to be said in favor of freeing goy. 
ernment agencies from bureaucratic re 
tape in the interest of efficiency. But the 
fact remains that it is after all “other 
people’s money” these Federal agencies 
are dealing with and the “other people,” 
namely the taxpayers, ought to have at 
least as much right to periodic and sys- 
tematic fiscal disclosure and regulation 
as ordinary stockholders are entitled to 
exact from the management of even the 
humblest private corporation. 

True, some freedom of corporate ac- 
tion and some degree of managerial dis- 
cretion is doubtless necessary if, as Mr. 
McDiarmid effectively argues, these Fed- 
eral agencies are to realize the full fruit 
of their corporate purpose. However, 
the basic trouble with Federal agencies 
seems to be the proverbial attempt to 
have their cake and eat it too. They want 
to go on enjoying all advantages of gov- 
ernmental status: tax exemptions, low- 
cost money, and other direct and indirect 
subsidies, freedom from local regulation, 
and so forth, while at the same time en- 
joying all the operating privacy of regu- 
lar commercial enterprises. And while 
the conflict of actual competition on a 
large scale has so far been avoided be- 
tween government and business, except 
in the electric power field, there will 
sooner or later have to be a show-down 
on this issue, if, as Dr. Marshall Dimock 
intimates in the introduction to Mr. Mc- 
Diarmid’s work, there is to be further 
development in this “pronounced trend 
toward state trading.” 


ut Mr. McDiarmid approves the 
struggle of government corpora 
tions for more freedom. He is particu- 
larly critical of the efforts of the Comp 
troller General to supervise such agencies 
as the TVA. Indeed, he even goes to the 
extent of indicating his preference ina 
rather complicated legal issue. He says: 
“With specific reference to the TVA- 
Comptroller-General controversy . -: 
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HE COULD SWIM IF SHARKS WERE GONE 


which position is legally sound? . . . the 
TVA officials have presented the stronger 
case.” Without knowing Mr. McDiar- 
mid’s qualifications as a legalist, this 
would seem to a cautious observer to be 
a field where angels might at least think 
| twice before rushing in. 

Here is a sample passage of Mr. Mc- 
| Diarmid’s unbounded admiration for the 
TVA (as is): 
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From the viewpoint of the Tennessee val- 
ley project alone, there is little question that 
a large measure of freedom creates the op- 
portunity for the optimum in efficiency, pro- 
gressiveness, and economy. The most power- 
ful administration is potentially the best ad- 
ministration. Apart from the theoretical 
possibilities of dishonesty and unconscion- 
able extravagance under such a system—for 
it is worth repeating that these evils have 
so far been conspicuous by their absence in 
TVA experience—the greatest danger is 
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that of “bureaucratic self-expansion.” Re- 
specters of democratic government will not 
be left entirely untouched by moderate and 
dispassionate statements in Congress that 
the TVA has engaged in programs, projects, 
and expenditures beyond those envisaged 
even by its supporters in the national legisla- 
ture, although impassioned and vituperative 
attacks upon “rampant, wild-eyed, voracious 
bureaucracy” merit no reply. When first- 
hand observation convinces one that TVA 
activities with few, if any, exceptions are 
both well purposed and beneficial, objections 
tend to dissolve. 

Specifically, the advantages and benefits 
claimed for administrative freedom by Dr. 
(A. E.) Morgan are convincingly real. The 
avoidance of delays, the flexibility of pro- 
gressive management, the economies result- 
ing from the exercise of expert judgment, 
the fostering of morale through a feeling of 
accomplishment, the absence of overhead ex- 
pense caused by restrictive procedures—all 
of these blessings have appeared in the Ten- 
nessee valley. The efficiency of the author- 
ity’s construction projects is not mere brag- 
gadocio on the part of Dr. Morgan; it is a 
recognized fact, and administrative freedom 
has contributed largely to that end. If gov- 
ernment operations are to measure up, in 
efficiency, to private enterprise, much of the 
red tape which has been built up to sur- 
round the old-line governmental depart- 
ments must be circumvented. 


beers obviously the foregoing was 
written before Dr. A. E. Morgan 
went so far off the TVA reservation, So 
it is perhaps a little unfair to stress Mr. 
McDiarmid’s compliments to TVA’s ad- 
ministrative efficiency, based on the for- 
mer chairman’s arguments, just ata time 
when the former chairman himself js 
hurling accusations of mismanagement, 
incompetence, and inefficiency at that 
very same TVA administration. How- 
ever, inasmuch as the University of 
Chicago Press, publisher of so many 
scholarly documents, decided to release 
Mr. McDiarmid’s work as late as August 
9th without feeling that any text revision 
was necessary in the light of the recent 
developments before the TVA congres- 
sional investigating committee, readers 
have no other choice but to draw their 
own conclusions about the desirability of 
more managerial freedom for the TVA, 
or any other Federal corporation. 
—F. X. W. 
GOVERNMENT CORPORATIONS AND _ FEDERAL 
Funps. By John McDiarmid. The Univer- 


sity of Chicago Press. Chicago, Ill. Price 
$2.50. 244 pp. 





National Power on a Coast-to-coast Network 


JULES Verne atmosphere surrounds 
the picture drawn by J. D. Ross, 
administrator of the Bonneville dam 
power project and superintendent of the 
Seattle municipal electric plant, in por- 
traying “Electric Power of the Future.” 
Yet in view of the amazing realization of 
Verne’s “fantastic” dreams of airplanes, 
submarines, television, etc., it is unwise 
to dismiss dogmatically even a visionary 
scheme which, as Mr. Ross himself says, 
may “stagger the imagination.” 

Mr. Ross has large ideas of the future 
use of electricity. Since consumption of 
electric power has recorded a 500-fold 
increase in less than fifty years, he holds 
it is reasonable to assume a 10-fold in- 
crease within the next twenty years. Ig- 
noring the comparative ease with which 
private initiative met—indeed, antici- 
pated—the growth in the past, Mr. Ross 
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now deems it necessary to intertie the 
great Federal power plants (existing and 
prospective) by means of transmission 
lines up to 3,000 miles in length, from 
ocean to ocean, with cross ties from Can- 
ada to Mexico and the Gulf of Mexico. 

Direct current transmission would be 
used instead of the system of alternating 
lines in use today. The present alternat- 
ing current system would not be dis- 
turbed. The direct current lines would 
act as links between all the great plants. 

On account of the simplicity of the 
direct current line, poles would be used 
instead of towers. The two cables of 
each line, one negative and one positive 
to ground, would have the central point 
of the system grounded at each end. In 
this way each of the cables would be an 
independent circuit, giving duplication 
of service. 
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Thus, each city or district served by 
the two cables would be really served by 
four independent circuits wherever the 
line is tapped. Mr. Ross continues: 

The possibilities of such a long-distance 
network stagger the imagination. Columbia 
river power, or the power of Niagara and 
the St. Lawrence, could operate the power 
and lighting of New York or the homes of 
Florida or any part of America. 

The desert could be irrigated. Industry 
could be located anywhere. Congested 
areas could be decentralized. 

Costs throughout the country would be 
largely equalized. The long-hour base load 
would be carried by the large low-cost 
plants. The short peak loads would be car- 
ried by the local plants. In other words, in 
those districts where coal and water power 
are scarce and expensive, the existing pri- 
vate and public plants could buy their long- 
hour main load from the transmission sys- 
tem. 


HE only stumbling block recognized 

by Mr. Ross is the fact that the 
apparatus needed to change the alternat- 
ing current to direct current at the gener- 
ator end, and back to alternating current 
at the receiving end, has not yet been per- 
fected. Yet science, according to Mr. 
Ross, knows nothing in electrical theory 
to prevent the speedy perfecting of the 
necessary rectifiers, and intensive re- 
search is under way. 

Mr. Ross has the whole thing figured 
out, and shows, down to one-thousandth 
of one mill, just what the transmission 
cost per kilowatt hour would be for 1,000 
miles. The construction cost he estimates 
at $29,280 per mile, and is mathemati- 
cally accurate in computing that the cost 
for 1,000 miles would be $29,280,000. 
Although dealing freely with astronom- 
ical figures when discussing the quan- 
tity of kilowatt hours to be consumed in 
the future (1,210,500,000,000 kilowatt 
hours seventeen years hence), Mr. Ross 
refrained from calculating the construc- 
tion cost of the complete system he 
visualizes. This is shown by a map pre- 
pared by Mr. Ross, which indicates that 
the transcontinental lines and cross ties 
total nearly 11,000 miles. The system, 
then, on the basis of Mr. Ross’ estimate, 
would probably cost approximately 


’ ? 


The source of the tremendous increase 
of power to be required is no problem. 
Says Mr, Ross: 


The total electric power delivered in 
America in 1937 amounted to 37,032,000 kil- 
owatts. Of this amount, 10,474,000 kilo- 
watts is produced by water power, 28.3 per 
cent of the total. It is estimated by United 
States Geological Survey that there is still 
52,629,000 kilowatts of water power to be 
developed. The total available water power, 
developed and undeveloped, thus totals 
about 63,000,000 kilowatts. 

This would be sufficient to furnish the 
increase of the country for only about seven 
years. Assuming, however, that there will 
still be twice as much steam power as water 
power generated, the hydro would not be 
fully developed for twenty years or more. 

With two-thirds of the power produced 
from fuel, it is evident that huge steam 
plants will be required. Investigation shows 
that there is no surplus power in the coun- 
try that is not temporary and that will not 
vanish with even a slight return to more 
normal times. 

America has installed capacity of 37,032,- 
000 kilowatts. Ten times this is 370,320,000 
kilowatts. Two-thirds of this in steam 
power means that 222,000,000 kilowatts of 
additional steam plants must be built. 

This power will be added at a few great 
sources of coal that can be mined on a tre- 
mendous scale and at lowest cost. Such 
plants must be situated where they can get 
sufficient water for condensation purposes. 


There are two enormous lignite fields, one 
in Dakota underlying the dust bowl, and 
another in Texas. Vast deposits of coal 
stretch through Pennsylvania and West 
Virginia. These are convenient points for 
great national plants. 


ND who will build these great plants 
and transcontinental transmission 
lines? Will it be the government and 
municipal bodies, or will it be private 
power? Mr. Ross asks the question, and 
intimates that private enterprise may 
have a chance—but that it must act 
quickly when the time comes. He puts it 
this way: 

Private power has failed completely to 
foresee, during this depression, the needs 
of the future. It takes two years or more 
to build and install these great machines. 
No large power plants are being built by 
private companies. ‘ 

The only great plant built in the bottom of 
the depression, namely, 1934-35, outside of 
Federal activity, was the Diablo plant of the 
city of Seattle built on the Skagit river. 
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This plant has a capacity in machinery of 
130,000 kilowatts. It was built wholly from 
private money furnished by Wall Street. It 
is a proof that no worthy plant, either pub- 
lic or private, need go begging for finances 
from private bankers, even in the worst 
years of the depression. 

When the shortage comes, it is to be 
hoped that there will be a quicker answer 
to the call for more power from private 
concerns. Otherwise, public agencies will 
have to do the bulk of the development. 


All that is needed, therefore, is that 
undiscovered and important rectifying 
apparatus that will enable New York 
to get its power supply from the Colum- 
bia river. 


—G.E. D. 


E.ectric Power OF THE Future. Address by 
J. D. Ross before The Engineers Club, Se- 
attle, Wash. July 28, 1938. 





Are Flood Control and Power Generation 
Compatible? 


clined to think of the rivers in the 
Lone Star state as being placid and well 
behaved—flowing gently through the flat 
lands into the “sleepy Rio Grande.” That 
may be a true picture most of the time, 
but during the last spring, waters of the 
lower Colorado river basin went on a two 
weeks’ rampage which caused property 
damage amounting to between five and 
ten million dollars. Bumper crops were 
buried beneath tons of mud and hun- 
dreds of families were rendered home- 
less. 

Of course, the lower Colorado river 
valley has been flooded before. As a 
matter of fact, this was the third dis- 
astrous flood in four years. While the 
patient inhabitants have borne their mis- 
fortunes in the past without much com- 
plaint, there was one element in last 
spring’s flood which put it in a different 
class from other floods. 

Booth Mooney, writing in The Texas 
Weekly, explains why. He states: 

This year, they are complaining—because 
they think this year’s flood was not in- 
evitable. Approximately two hundred resi- 
dents of the lower Colorado river valley 
gathered in Austin last Saturday (July 30th) 
in a mass meeting of protest. And the 
charge they made there was that the 
destruction in the valley was due to negli- 
gent operation by the Colorado River 
Authority of Buchanan dam, that man- 
made barrier north of Austin which is part 
of the New Deal’s program of flood con- 
trol and power production. The charge the 
farmers along the lower Colorado made was 
that directors of the CRA thought too much 


| Pes outside of Texas may be in- 


about power production and too little about 
flood control. The farmers declare that the 
flood in their section could have been 
averted by proper utilization of Buchanan 
dam. They say the flood was man-made. 
They say the “experts” led them to believe 
that the dam would catch flood waters and 
release them slowly so that they would flow 
harmlessly down the river channel. 

But the flood came and their crops are 
gone, and today in the lower Colorado river 
valley there are thousands of individual 
tragedies, the tragedies of men who do not 
know how they are going to provide for 
their families during the coming months, 
the tragedies of men and women and 
children who are homeless and destitute. 
And the cause of their plight, they say, is not 
far to seek; they feel that their present con- 
dition is due to the manner in which Buch- 
anan dam was operated. 

Specifically, the farmers contend that the 
water behind Buchanan dam was within a 
few feet of the spillway up until the time 
that the news came that the flood was bear- 
ing down upon the dam. 


O F course, the flood had its beginning 
in a heavy rainfall affecting nu- 
merous upper tributaries of the Colo- 
rado: the Perdinales, Llano, Concho, and 
San Saba rivers. But the men who met 
at Austin were convinced that the flood 
was greatly intensified by failure to open 
Buchanan flood gates soon enough. 
And so an investigation was com- 
menced on August 8th by a committee 
of the Texas senate, assisted by the board 
of engineers and other state agencies. 
Secretary Ickes of the U. S. Department 
of Interior dispatched an independent 
investigator to look into the situation. 
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The Baltimore Sun 





THE MORE ABUNDANT LIGHT 


Three questions seem to be at issue: 
(1) Was Lake Buchanan full or nearly 
full prior to the flood and if so why? 
(2) Was the flood caused in a substan- 
tial measure by negligent operation of the 
dam? (3) Is Buchanan dam to be used 
primarily for power production or for 
flood protection ? 


Meanwhile, directors of the Colorado 
River Authority rejected the accusation 
that the Buchanan dam was in any way 
responsible for the disastrous flood. Mr. 
Mooney explained their position as fol- 
lows: 


Well, for one thing, they say they are as 
anxious as anybody else to determine 


333 SEPT. 1, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


whether there was any fault—and they say 
also that flood control is only one of the 
purposes of the dam system and that con- 
trol of the Colorado river must await com- 
pletion of the huge Marshall Ford dam. A 
resolution passed by the directors stated that 
they “cannot agree” that the reservoirs of 
Buchanan dam “should be emptied after each 
flood and its appliances operated for flood 
control alone.” The resolution cited the con- 
servation amendment to the Texas Constitu- 
tion placing water conservation of equal im- 
portance with flood control. And it men- 
tioned the feeling of the directors that they 
“owe an obligation to the people to see that 
the cheap power which may be generated 
from stored flood waters is made available 
without intervention of private profit and 
that the authority should not be driven from 
this field of public service.” 


HE crux of the whole situation 

seems to be as simple as this: for 
power production the dam must be full 
of water, but for flood control it must be 
empty and the board says that it can- 
not agree that its reservoir should be 
emptied after each flood. If it can be 
shown that the operation of Buchanan 
dam did contribute to the flood damage, 
Mr. Mooney questioned just what con- 
solation the ruined and hopeless farm- 


ers would derive from the resolution of 
the Colorado River Authority avowing 
an “obligation to the people to see that 
cheap power which may be generated 
from stored flood waters is made avail- 
able without intervention of private 
profit.” 

Here at least is a controversy which 
cannot be beclouded by the usual accu- 
sation of power trust propaganda. Cer- 
tainly the indignant residents of the Colo- 
rado valley did not assemble at Austin 
to debate the merits of publicly owned 
power generating projects. Their in- 
terest in that subject, if any, is academic. 
But their interest in flood control is not 
academic. They have witnessed the loss 
of a year’s work, homes destroyed, land 
wasted, and farm animals drowned. Now 
they want to know the facts about Buch- 
anan—about flood control and power 
generation. If the evidence indicates that 
a choice must be made between the two, 
it will be interesting to see just how the 
Colorado river valley folks decide. 


FLoop ContTRoL oR PowER GENERATION? By 
ae ee The Texas Weekly. August 
, 1938. 





Mississippi's Bid for Big Business 


ast April the U. S. Supreme Court 
([mem.] 58 S. Ct. 766) refused to 
pass upon a comparatively little noticed 
case which had been appealed from the 
supreme court of Mississippi (178 So. 
799). The case was entitled Albritton v. 
Winona and involved the constitutional- 
ity of a 1936 statute of the state of Mis- 
sissippi, which authorizes cities in that 
state to build industrial plants. The effect 
of the highest court’s action was to settle 
the issue of constitutionality. 

Professor David W. Knepper, of the 
Mississippi State College for Women, 
writing in the April issue of Public Man- 
agement magazine, gives the following 
description of the reaction to the valida- 
tion of the Mississippi law: 

As a result, the city of Natchez (13,422 


population) is starting construction of a 
$300,000 plant which will be leased to a tire 


and rubber company. The Mississippi Su- 
preme Court in Albritton v. Winona had 
held valid this law which created a 3-men- 
ber state industrial commission and obli- 
gates the state to provide work for surplus 
labor. The law empowers the commission 
to pass upon applications of cities or coun- 
ties for certificates of public convenience 
and necessity authorizing special elections 
upon bond issues to finance the construction 
of industrial plants to be equipped and 
operated by the municipality or leased to 
private persons. Approval of such certifi- 
cates depends upon proof that the resources 
and labor necessary to such an enterprise as 
that proposed exist within a given radius. 
Certain major industries had indicated an 
interest in locating in the state provided 
that reassurance as to the law’s validity be 
given. On approval of a $35,000 bond issue 
by the voters of the city of Winona (vote 
262 to 113), a citizen, W. S. Albritton, 
offered a test case. A petition was filed in 
chancery court for an injunction against the 
city to restrain it from issuing bonds on the 
ground that such action constituted the 


SEPT. 1, 1938 334 





P-L 


=> —) Oe wee me eee 8 CO 


WHAT OTHERS THINK 


pledging of public funds for private pur- 
poses, and that it violated the “due process” 
clause by levying taxes against private 
property for other than “public purposes” in 
violation of the state Constitution (§§17, 
183, 258). The chancellor denied the plea 
for an injunction whereupon an appeal was 
carried to the Supreme Court, resulting in 
a 5 to 1 affirmation of the chancery ruling. 
The attitude of the court was that govern- 
ment is a social agency whose courts must 
consider economic and social conditions. 
In addition to Natchez, nine certificates of 
necessity have been issued by the Industrial 
Commission authorizing elections to be held 
on bond issue proposals, and eight of these 
received the required two-thirds majority. 
These authorized the issuance of $307,000 in 
bonds and the use of $10,000 of unexpended 
public funds to acquire sites and construct 
buildings to be leased to eight new industries, 
employing about 2,200 persons, and increas- 
ing the industrial payroll of the state ap- 
proximately $1,500,000 annually, and adding 
much taxable property to the tax rolls after 
the 5-year tax exemption period has expired. 


- from the possibility of Missis- 
sippi starting an interstate contest 
to induce the migration of big business, 
the fact that the Mississippi law gives 
cities and counties authority to operate as 
well as lease constructed plants to private 
parties should not be overlooked. The 


state of Mississippi in its present financial 
condition is not likely to be a formidable 
competitor in any industrial sweepstakes 
and the same goes for Mississippi’s cities 
and counties. However, if other states 
should be constrained to follow the statu- 
tory example of Mississippi, now that it 
has been given constitutional approval, a 
revolutionary social development might 
result. 

The Mississippi venture is to be dis- 
tinguished from North Dakota’s ven- 
tures into specific industrial fields of a 
few years back, inasmuch as the Missis- 
sippi law confers virtual blanket author- 
ity in the matter of industrial selection. 
Incidentally, although Mississippi is the 
only state which actually allows cities 
and counties to build new plants on their 
own, a survey reported by the Florida 
Municipal Record shows that 19 states 
now grant tax concessions to industries 
under certain conditions. They are: 
Alabama, Arkansas, Delaware, Florida, 
Georgia, Kentucky, Louisiana, Mary- 
land, Massachusetts, New York, Ohio, 
Mississippi, Pennsylvania, Oklahoma, 
Rhode Island, South Carolina, Vermont, 
Virginia, and Wyoming. 





Progress under Protest 


COMMODORE VANDERBILT dismissed Westinghouse and his new air brakes 
for trains with the remark that he had no time to waste on fools. 


THOsE who loaned Robert Fulton money for his steamboat project stipulated 
that their names be withheld, for fear of ridicule were it kown they sup- 
ported anything so “foolhardy.” 


Henry Morton, then president of Stevens Institute of Technology, protested 
against the trumpeting of results of Edison’s experiments in electric light- 
ing as a “wonderful success” when “everyone acquainted with the subject 
will recognize it as a conspicuous failure.” 


Scientist Simon Newcomb said in 1906, just as success for the airplane was 
in the offing, “The demonstration that no combination of known substances, 
known forms of machinery, and known forms of force can be united in a 
practicable machine by which men shall fly seems to the writer as com- 
plete as it is possible for the demonstration of any physical fact to be.” 


OsjEcTors to the use of gas for lighting declared it would deprive Britannia 
of her ability to rule the waves, because by eliminating whale-oil lamps 
it would destroy the whaling industry, the nursery whence Britain drew 
sailors for her fighting ships. 


It was argued in 1833 that Philadelphia should continue to be lit with 
oil, because discharges from the gas works into the surrounding waters 
might drive away the shad and herring. 


—EXCERPTS from Technological Trends and National Policy, a report of 
the Subcommittee on Technology to the National Resources Committee. 
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SEC Adopts New Rule 


HE Securities and Exchange Commission 

on August 10th announced the adoption 
of a new rule, to be called Rule U-3D-13, un- 
der the Holding Company Act, which exempts 
certain limited acquisitions of utility assets 
made by electric and gas companies in regis- 
tered holding companies. 

Last month William C. Douglas, chairman 
of the SEC, addressed a letter to 66 holding 
companies and to the members of the commit- 
tee representing the utility industry, asking 
them to submit integration plans with the 
commission by December Ist. 

The rule, which became effective August 
15th, provides that utility assets acquired un- 
der its provisions must be physically intercon- 
nected with assets already owned by the buy- 
ing company, if it is an electric company, and 
must be situated in the same service area if it 
is a gas company, The rule forbids the pay- 
ment of fees or commissions in connection 
with such acquisitions and requires a report 
on Form U-3D-13 within ten days after the 
acquisitions are made. 

The commission limits the consideration 
paid by any company for utility assets acquired 
to $100,000, or 5 per cent of the gross annual 
revenues of the acquiring company derived 
from its operations as a utility concern. 


Gas Export Application 


HE first application for authority to ex- 

port natural gas to a foreign country, un- 
der the provisions of the Natural Gas Act, 
was received by the Federal Power Commis- 
sion from the United Gas Pipe Line Company, 
a Delaware corporation with offices at Hous- 
ton, Texas, Acting Chairman Claude L. 
Draper announced on August 17th. 

The natural gas for the exportation of which 
authorization is sought is produced principally 
in the Lopez and South Martinoz fields in 
Zapata county, Texas; is purchased by the 
applicant under contracts with the producers, 
and is transported through the United Com- 
pany’s pipe line to a point on the international 
boundary between the United States and Mex- 
ico near Roma, Starr county, Texas, where 
it is sold and delivered under contract to Com- 
pania Mexicana de Gas, S. A., a Mexican cor- 
poration, which transports the gas to Monter- 
rey, Mexico, where it is sold and delivered 
to its various customers. 


The March of 
Events 


TVA Investigation 


orm testimony from Senator Berry of 
Tennessee and his associates in the marble 
claims against TVA, the congressional inves- 
tigating committee recently called to the stand 
TVA Power Director David E. Lilienthal to 
reply to charges that he and his associate, Dr. 

A. Morgan, had knowledge of the invalid- 
ity of the so-called Berry claims prior to the 
time when they were disposed to compromise 
with the Berry interests over the opposition of 
the former chairman, Dr. A. E. Morgan. The 
Berry marble claims have since been held by 
the Federal commission to be without com- 
mercial value. Mr. Lilienthal denied that Sen- 
ator Berry had brought any political pressure 
to bear on him. 

Meanwhile, Senator Vic Donahey, chairman 
of the congressional committee investigating 
the Tennessee Valley Authority, indicated that 
the inquiry would be recessed early in Sep- 
tember until after the November general elec- 
tion. Senator Donahey said he had not asked 
for funds to supplement the $50,000 originally 
assigned the investigation because “I knew 
there was no more available.” 


Important Precedent 


BE Beene ype commissioners on August 10th 
made public a judgment dismissing the 
appeal of Weston, Ontario, against new tariff 
schedules proposed by the Bell Telephone 
Company. The schedules covered changes in 
regulations and charges governing foreign ex- 
change service. 

The decision was regarded as of unusual 
importance because it furnished a precedent 
in dealing with telephone charges in many 
other small municipalities, which, like Weston, 
are situated close to a large city. Weston is 
adjacent to Toronto. 

Dealing with the general set-up of the tele- 
phone system whereby subscribers are assessed 
“long-distance” rates when telephoning outside 
the area covered by their own exchange, the 
board’s summary of the judgment explains 
the special service furnished to meet the un- 
usual requirements of a relatively small num- 
ber of telephone users known as a foreign ex- 
change service. This means a service furnished 
from an exchange which does not normally 
serve the area in which the subscriber to such 
service is located. 
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THE MARCH OF EVENTS 


Arkansas 


Seeks Utility Fee 


HE Southwestern Bell Telephone Com- 
"Tie was sued for $10,500 in fees alleged 
due the state by the department of public utili- 
ties in the second division circuit court on 
August 9th. The fees were alleged to be due 
in connection with the department’s approval 
of issuance of bonds by the company. The 
suit declared the company had refused to pay 
the fees. 

The company applied to the department 
June 17th for an order authorizing it to execute 
asecond indenture supplemental to its first and 


refunding mortgage, the complaint alleged. 
Attached to the application was an order from 
the Missouri Public Service Commission au- 
thorizing the company to issue $30,000,000 in 
bonds covering certain properties in Missouri, 
Arkansas, and other states. Authority was 
granted by the state department June 28th, 
the complaint said. 

Under provisions of Act 324 of 1935, the 
department of public utilities is required to 
charge fees against companies for orders in- 
volving issuance of bonds, the complaint said. 
Under these provisions the fees were declared 
to be $10,500. 


California 


Commission President Elected 


R™ C. Wakefield, Fresno attorney, was 
elected president of the state railroad 
commission on August Ist. 

Wakefield, appointed to the state commis- 
sion for a 6-year term last year by Governor 
Merriam, replaced Wallace L. Ware as presi- 
dent. Ware’s resignation from the commis- 
sion became effective July 31st. 


Utilities’ Value Set 


Dara on August 2nd submitted to the 
State Board of Equalization a report 
placing value of public utility property in Cali- 
fornia at $990,403,660. 

The figure was said to represent a slight in- 
crease over the tangible property assessment 
roll for the previous year. It was explained, 
however, that the roll to be submitted to coun- 
ties for assessment purposes would show a 
reduction because rolling stock of private car 
companies, previously included, now is sub- 
ject to state taxes only under the Private Car 
Tax Act of 1937, amounting to $11,668,530. 


Rejects Hetchy Plea 


Mex Rossi recently replied that San 
Francisco could not comply with Secre- 
tary of Interior Ickes’ suggestion that a bond 
issue for Hetch Hetchy power distribution be 
submitted to the city’s voters at the Septem- 
ber 27th special election. The secretary, who 
as PWA administrator has been withholding 
Federal grants to San Francisco projects while 
allocating funds to other California cities, re- 
cently wrote the mayor he felt it was his duty 
to “codperate” with San Francisco. 

His codperation took the form of the sug- 
gestion that the city administration sponsor 
and vigorously support a bond issue “to comply 
with the Raker Act.” The city is contesting in 
Federal court Secretary Ickes’ interpretation 
of the Raker Act’s provisions. 

Before the mayor replied to the secretary’s 
letter he sought to determine whether Utili- 
ties Manager Cahill could have a revised dis- 
tribution plan ready in time for its submis- 
sion to the voters at the special election. Ca- 
hill notified the mayor he could not bring the 
distribution plan up to date before October. 


Colorado 


Tax Refund Demanded 


A= phase in the state’s financial muddle 
A developed recently when Colorado public 
utilities prepared to demand tax refunds total- 
ing $350,000, representing the 10 per cent in- 
crease imposed upon them last fall by the state 
equalization board upon its review of the 
valuations fixed by the state tax commission. 

The first indication of the contemplated 
move by the utilities came to John R. Seaman, 
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chairman of the tax commission, from a repre- 
sentative of the Western Colorado Power 
Company, which operates on the western slope 
and in eastern Utah. The utility, according to 
Seaman, paid the first half installment of its 
taxes, including the proportionate amount of 
the equalization board’s 10 per cent increase, 
and is prepared to pay its second half. But, 
when the latter payment is tendered county 
treasurers in the counties in which it operates, 
the utility will present a demand for a refund 
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of all money represented by the 10 per cent in- 
crease. 

Seaman said he was certain a similar posi- 
tion would be taken by the Public Service 
Company of Colorado, the Mountain States 
Telephone & Telegraph Company, which was 
increased 20 per cent by the equalization board, 
and the Western Union Telegraph Company, 
which also was increased 20 per cent. 

The Mountain States Telephone & Tele- 
graph Company paid its taxes under protest, 
according to Seaman, but the Public Service 


Company did not protest its 10 per cent ad. 
vance. However, according to pale the 
fact that a company did not pay under protey 
would not prevent it from taking legal steps to 
obtain refunds. 

The refund actions, in Seaman’s opinion, will 
be predicated on the decision by U. S. Distri¢ 
Judge J. Foster Symes, who, in the case of the 
Denver & Rio Grande Western and other rajj. 
roads, assumed jurisdiction in their suits tp 
resist payment of 20 per cent increases made 
in their valuations by the equalization board. 


¥ 


Florida 


Rate Case to Be Appealed 


Tt injunction of the Florida Power & 
Light Company, against enforcement of 
Miami’s rate reduction ordinance, in litigation 
five years, will remain in force pending an ap- 
peal to the U. S. Supreme Court, it was an- 
nounced recently by John P. Stokes, attorney 
for the company. 

Stokes said an order had been issued by the 
U. S. Circuit Court of Appeals staying for 
sixty days from August 5th its previous man- 
date in which it affirmed a ruling by the U. S. 
District Court in favor of the city of Miami. 
A writ of certiorari would be filed in the U. S. 
Supreme Court October 3rd, or possibly 
sooner, Stokes said. 

While the appeal is pending the company 
will continue to deposit into the court registry 

,000 per month as the estimated difference 
between the present rates and the rates called 
for in the ordinance. The money is to be held 
for possible refunds to consumers should the 
city finally succeed. 

Commissioner Ralph B. Ferguson’s recent 
move looking to the settlement of controversial 
issues between the city of Miami and the 
Florida Power & Light Company, exclusive 
of the electric rate case, failed at a special 
session of the commission when his resolution 
for the appointment of a negotiating committee 
did not receive a second. 

The issue brought four of the five commis- 
sioners out into the open on their stand re- 
garding settlement of the controversies, and 
an announcement by Mayor Robert R. Wil- 
liams that he would be a candidate for the 
commission next spring. The mayor charged 


the resolution presented by Ferguson did not 
originate with the commissioner and expressed 
belief that it originated with the Florida 
Power & Light Company. 

The resolution called for appointment of 
three members of the city commission, aided 
by Vincent Giblin and Marion Sibley as at- 
torneys, to act as a negotiating committee look- 
ing to the elimination of the street car tracks, 
payment of street lighting and fire hydrant 
accounts, rental accounts by the city, and for 
payment of personal property taxes by the 
company and acquisition by the city of the 
water distribution system. 

Both Sibley and Giblin have been serving 
as counsel for the commissioners in their fight 
against a recall election, The mayor charged 
that the designers of the resolution proposed 
to put “friends of the power company” on the 
committee for the company’s benefit. 

The mayor said he could not understand 
Ferguson’s attitude in presenting the motion 
since the power company was responsible for 
an indictment against Ferguson along with 
Mayor Williams, Commissioner John W. Du 
Bose, and Rate Expert Thomas C. Grady. The 
mayor added that Commissioner Ferguson was 
“fortunate enough to have the indictment 
against him dropped.” 

Ferguson, defending his resolution, charged 
he believed the mayor knew the measure did 
not come from the Florida Power & Light 
Company. He said he was not interested in 
the personnel of the proposed committee and 
that the mayor could name anyone he desired 
on this board. His pleadings, however, fell on 


deaf ears. The city attorneys are going ahead 


with preparation of the appeal. 


> 


Indiana 


Tax Value Decreased 


HE tax board assessment of utility prop- 
erty in the state for 1939 resulted in a de- 
crease of $12,448,279 to $647,899,181. The 
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board’s figures cover only operating property, 
real and personal property being valued locally. 

Railroad properties dropped $11,379,661, or 
3.6 per cent, to $297,046,902. Other assessments 
included: electric interurban lines, $5,299,957, 
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down 9.16 per cent; telephone companies, $79,- 
074,007, 1.10 per cent; telegraph companies, 
$5,108,662, 11.76 per cent; electric, gas, water, 
and heating companies, $213,965,520, .09 per 


cent. Ds 4 

Municipal utility taxes were increased 42 per 
cent, The assessment on rural electric cor- 
porations, assessed for the first time, totaled 
$175,650. 


Utility Files Appeal 


ne Public Service Company of Indiana 
Tiss appealed to the U. S. Supreme Court 
to prevent the city of Lebanon from taking 
over its electrical distribution plant there. 


The utility appealed from the state supreme 
court which upheld provisions of the state 
utility regulatory act under which condemna- 
tion proceedings were started. Purchase, or 
condemnation, of the plant was authorized at a 
special city election last year. Thereafter the 
ar it refused an offer of $140,000 for its 
plant. 

The company contended the act does not 
provide adequately for the condemnation of 
such property and said that the city “is without 
funds and has appropriated no funds to pay 
for the property to be condemned.” 

The state court ruled that “ample provision 
is made by the statute for a just compensation 
for the property taken,” and ordered the ap- 
pointment of appraisers. 


Kentucky 


TVA Held Liable 


HE Tennessee Valley Authority is liable 

for 1939 state taxes on property it acquires 
in Kentucky prior to January, 1939, Assistant 
Attorney General K. Lewis ruled on 
August 9th. 


Under state law, Lewis pointed out in an 
opinion to the TVA, a lien exists on property 
after July lst of each year for the following 
year’s taxes. While the state could not enforce 
a lien against the property after the Federal 
government acquires it, Lewis said, a lien at 
the time of purchase is enforceable. 


Louisiana 


Council Accepts Reduction 


Dp sogg acceptance of reduced electric rates 
for New Orleans residential and small 
lighting consumers was voted by the commis- 
sion council at a special meeting on August 
5th when it adopted two motions by Utilities 
Commissioner Fred A. Earhart. 

One of the motions put into effect the agree- 
ment reached between Mayor Robert S. Maes- 
triand A. B. Paterson, president of New Or- 
leans Public Service, Inc., while the other ac- 
cepted the same reduced rates from the 
Louisiana Power and Light Company, which 
serves Algiers, a ward of New Orleans. 

The reduced rates, applicable on August 
15th bills, will mean a saving of approximately 
$500,000 a year to residential and small light- 
ing consumers, Mayor Maestri announced. 


Plant Exempted 


i on file August 11th in the office 
of the secretary of state exempted from 
taxes for ten years under the Louisiana indus- 
trial law, an addition to the New Orleans Pub- 
lic Service company costing at least $2,458,100. 
The contract was signed by Governor Richard 
Leche as the state’s chief executive, and by 
L. G. Ireland, vice president of New Orleans 
Public Service. 

The addition, known as the Market street 
steam generating station, already is nearing 
completion with work scheduled to be finished 
by December 31, 1938, according to contract. 

The minimum construction cost was set at 
$2,458,100 in the contract, but a clause ex- 
tends the tax exemption to cover any possible 
increased construction cost above the estimate. 


Michigan 


Water Rate Cut Denied 


PLEA from Ecorse officials that their water 
rates, scheduled to be raised 15 per cent 
on September Ist, be reduced, was denied 
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August Ist by members of the Detroit Board 
of Water Commissioners. 

The request came from W. Newton Hawk- 
ins, village president, and a delegation which 
called on the board. Hawkins said that the 
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raise, affecting all Detroit water users on 
September 1st, would catch Ecorse in the mid- 
dle of a quarterly billing period and could not 
be passed on to consumers. He also protested 
against the water board’s requirement that 
Ecorse and other users outside of the city pay 
a 5 per cent surcharge. 

Laurence G. Lenhardt, general manager of 


the water board, pointed out that the surcharge 
was formerly 100 per cent of the bill and 
justified it on the ground that except for this 
charge, outside water users pay for no portion 
of the services donated to the board by the 
city, such as services of the purchasing de. 
— and the state corporation counsel's 
office, 


Minnesota 


REA Approves Allotment 


HE Rural Electrification Administration 

last month approved an allotment of 
$310,000 for a power project in Kettle River, 
and immediately earmarked $60,000 of this for 
the erection of a generating plant “if this 
proves necessary.” 

Announcing the allotment, REA Adminis- 
trator Carmody said that the Carlton County 
Coéperative Power Association, administrator 
of the project, had applied to the Minnesota 
Power & Light Company for power to be dis- 
tributed over the codperative’s lines. Mr. Car- 
mody wrote the codperative: 

“The Minnesota Power & Light Company, 
the logical source of the power, is an Electric 
Bond and Share subsidiary and we have all 
learned by this time not to expect too much 
coéperation from this outfit. I understand the 
company is asking 2 cents per kilowatt hour; 
that is about as reasonable as charging 20 cents 
for a loaf of bread.” 

Mr. Carmody said that the Northern States 
Power Company serves 7 REA projects at a 
flat rate of one cent per kilowatt hour. He 
told the codperative that the $60,000 earmark- 


ing “means a plant can be built if efforts to 
buy power prove fruitless.” 

The REA official spoke of the “havoc” 
brought about by the “spite lines” of private 
utilities and urged codperative consumers to 
stand together and refuse service from private 
companies “even when it is offered to them on 
a silver platter.” 


Gas Line Planned 


PROPOSED natural gas pipe line from Texas 
A and Kansas into the northern Minnesota 
iron ranges last month had the approval of 
village officials from 19 range towns and from 
the Ewin cities. They endorsed a proposal to 
seek a $20,000,000 Reconstruction Finance Cor- 
poration loan to finance the project after hear- 
ing John P, Devaney of Minneapolis, former 
chief justice of the state supreme court, ex- 
plain it. The proposed pipe line would connect 
at Fargo, N. D., with one from Montana. 

Officials of the Montana-Dakota Utilities 
Company at Grand Rapids said they knew 
nothing of the proposal. The Twin cities al- 
ready are served by a large gas pipe line ex- 
tending north from Texas and Kansas. 


Missouri 


Commission Denies Compromise 


T= action of the state public service com- 
mission on August 5th in denying the ap- 
plication of the city of St. Louis and the 
Laclede Gas Light Company for approval of 
their compromise amendments to the rate 
schedule of the company, placed the matter 
of gas rates right back to where it started, 
and did not release the approximately $1,500,- 
000 impounded of consumers’ money repre- 
senting 6 per cent of gas bill collections since 
February 1, 1935, effective date of the reduc- 
tjon. This money has been impounded in the 
Cole county circuit court at Jefferson City 
pending settlement of litigation over the reduc- 
tion order. 

The commission, in denying the compromise 
petition, stated that before any proposed 
schedule of rates should be approved by it 
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there must first be final disposition of the 
pending valuation case. It was further stated 
that the application was premature and that 
the proposed agreement in the nature of a 
compromise was inopportune. The commis- 
sion said: 

“Our attitude is not one of opposition to 
justified agreement and compromise, but a 
such private agreements to merit approval 
must in all respects be in strict conformity 
with our conception of the public interest.” 

The proposal by the city and company in an 
announcement of December 20th was to accept 
the $39,000,000 valuation of the company for 
rate-making purposes, as fixed by the commis- 
sion in 1934. It was the contention of the com- 
mission in the valuation case that the company 
was entitled to a 64 per cent return on $39,- 
000,000. Therefore the commission at that 
time ordered a reduction of 6 per cent in rates. 
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While litigation was in order the company 
continued to collect the higher rates, the bal- 
ance was impounded and is still impounded 
awaiting final judgment. The purpose of the 
proposed compromise, according to City Coun- 
selor Edgar H. Wayman, was merely a sort 
of “business man’s short cut to reduce the 
interminable litigation.” 


Commissioners Appointed 


corr Wilson, former chairman of the 
.) State Highway Commission, and Marion 


S. Francis, Mexico, Mo., attorney, were ap- 
pointed to the state public service commission 
on August 4th by Governor Lloyd C. 
Stark. The appointments made a majority of 
the commission members Stark appointees. 

Wilson succeeded W. M. Anderson, whose 
term expired April 15, 1937. His appointment 
became effective August 15th. 

Francis received the commission post left 
vacant by the recent death of Albert Nortoni 
of St. Louis. His commission term, effective 
August 15th, will expire August 15, 1941. 
Wilson’s term expires April 15, 1943. 


Nebraska 


Cities Get Power 


SewELL Wingfield, chief WPA project 
K. engineer in charge of the five Nebraska 
public power and irrigation districts, recently 
anounced that the North Loup district had 
turned electric power into the transmission 
lines of the cities of Ord and Burwell. 

The North Loup district is purchasing cur- 
rent from the Platte Valley (Sutherland) dis- 
trict, but because that project is not yet oper- 
ating its hydroelectric plant south of North 


Platte, power is being carried some 150 miles 
over the district’s lines from the Columbus 
and Monroe plants of the Loup river district 
to Elm Creek. 

North Loup plugs in on the state electric 
“grid” system at Elm Creek, whence energy 
is carried 150 line miles over the Western 
Public Service Company’s lines to the town of 
Olean. 

This arrangement between a private com- 
pany and a public district was said to be the 
first of its kind in that section. 


New Jersey 


Light Rates Cut 


CC of the New Jersey Power & 
Light Company will save $283,000 annual- 
ly as a result of a reduction in electric rates 
effective September Ist, Harry Bacharach, 
president of the state board of public utility 
commissioners, announced last month. 
Bacharach said that in the past seven years 


electric rates in the district have been reduced 
$917,675 as a result of conferences between 
the board and the company’s management. 

The area served by the company includes 
Sussex, Warren, and Hunterdon counties and 
parts of the counties of Morris and Somerset. 
Large communities in the area include Dover, 
Newton, Hackettstown, Sussex, Flemington, 
and Lambertville. 


New York 


Bars Requirement of Yardstick 
Plants 


HE state Constitutional Convention on 

August 9th adopted in final form the 
Schenck proposal which prohibits the state 
Iegislature from ever requiring that munici- 
pal utility plants be operated on a nonprofit- 
making basis. The vote on its passage on the 
third reading calendar was 110 to 30, with the 
legates splitting on economic rather than 
party lines, 
The effect of the Schenck proposal is to 
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bar the legislature from requiring that mu- 
nicipal plants be “yardstick” plants. The state 
public service commission had attempted to re- 
quire municipal plants to be nonprofit-making, 
and lost in the Booneville Case, decided sev- 
eral years ago by the court of appeals. 

The court, in the Booneville Case, ruled that 
the state legislature might set up a no-profit 
basis for the public plants, but that the public 
service commission could not do it on its own. 
Since then bills sent in by the commission and 
by Governor Lehman, urging that policy, have 
been defeated every year in the state legisla- 
ture. 
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Power Clause Killed 


HE state Constitutional Convention on 

August 16th adopted an amendment to the 
Poletti water power proposal which virtually 
nullified its aims and then refused, by a 76 
to 73 vote, to advance the amended measure 
to third reading. 

The refusal to advance, which was equiva- 
lent to killing the Poletti proposal, came at 
the conclusion of an all day debate in which 
former Governor Smith, U. S. Senator Wag- 
ner, and Park Commissioner Moses joined 
Justice Poletti in urging the convention to act 
favorably on the proposal which was designed 
to guarantee state control on the power re- 
sources of the St. Lawrence and Niagara 
rivers. 

The accepted amendment, submitted by John 
T. Dooling, chairman of the Tammany Hall 
Law Committee, would have permitted the 
state legislature to grant licenses for the use 


of water at present power sites for a period 


of not more than twenty-five years. Such 
grants, according to the amendment, would 
have been subjected to recapture by the state 
on any terms which the legislature might 
specify in granting licenses, 


The Poletti proposal was twice defeated in 
the Public Utilities Committee and finally re. 
ported out without recommendation, 


Power Rate Amended 


T's state public service commission op 
August 11th announced the filing of ap 
amended rate schedule by the Consolidated 
Edison Company of New York, Inc., convert. 
ing its rate for light, heat, and power for 
wholesale uses from an annual to a monthly 
basis. The change was expected to cause a net 
decrease of $265,000 a year in the electric bills 
of about 800 consumers in Manhattan and the 
Bronx. 

The rate changed was a block rate available 
for all purposes with a minimum charge of 
$3,750 a year in Manhattan and $3,000 a year 
in the Bronx. Changing the rate to a monthly 


‘basis made applicable the new standard fuel 


adjustment clause, accounting for most of the 
estimated reduction in consumers’ bills, The 
change became effective August 15th. 

The state commission also announced that 
a similar rate change in the same classification 
was being made by the Westchester Lighting 
Company for its territorial area. 


North Dakota 


Voluntary Cut Offered 


HE state railroad commission recently 

denied a customer petition for reduced 
electric rates in the city of Williston but ac- 
cepted a voluntary cut offered by the Mon- 
tana-Dakota Utilities Company. 

The state board found, from evidence intro- 
duced at the hearing April 27th, that no re- 
ductions could be lawfully ordered by the 
board. Subsequently the utility voluntarily of- 
fered to reduce the rates “to dispel some of 


the dissatisfaction existing among its custom- 
ers and to make more uniform through the 
state rates applicable to cities the size of Will- 
iston,” and this offer was accepted. 

Effective as of June 15, 1938, the reductions 
apply only to the residential rate, which in- 
cludes all electricity used for domestic pur- 
poses. Rates under the new schedule are 44 
cents per kilowatt hour for the first 50 kilowatt 
hours consumed per month, 3% cents per kilo- 
watt hour for the next 100, and 2 cents per 
kilowatt hour for over 150. 


Ohio 


City Files Brief 


ge of the city of Columbus in the suit to 
recover $1,939,202.08 in impounded funds 
representing the difference between the 48- 
cent rate set by city ordinance and the 55-65-75- 
cent sliding scale rate charged by the Ohio 
Fuel Gas Company was on file last month in 
Federal district court. 

The city is making an effort to have the im- 
pounded funds returned to the consumers. The 
money was impounded between March, 1925, 
and February, 1937. The original suit involved 
two companies which since have been absorbed 
by the Ohio Fuel Gas Company. 
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Special Master G. H. Butt, appointed to hear 
the case, must decide whether the funds will 
be distributed to the consumers or will revert 
back to the gas company. 


New Phone Appeal Filed 


croup of Cleveland labor leaders filed in 
the state supreme court on August 6th a 
new action seeking to intervene in the Ohio 
Bell Telephone Company rate refund con- 
troversy. The court already had under advise- 
ment one suit by the group which seeks to be- 
come a party in the case. 
The recent action was an appeal from a state 
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utilities commission order refusing the Cleve- 
landers the right to intervene. Led by Earl 
Harrison, the group is fighting a state commis- 


sion order permitting the company to make re- 
funds of $7,500,000 in settlement for alleged 
rate overcharges. 


Oregon 


Power Line Purchase 


crinG on the recommendation of J. D. Ross, 
A Bonneville administrator, the Cascade 
Locks city council last month started action 
looking toward the purchase of the West 
Coast Power Company’s distribution system. 
Guy C. Myers, New York investment broker 
and financial agent for the city, was authorized 
to proceed with negotiations for the purchase. 
It was proposed to acquire the lines extending 
from Multnomah falls to Lindsay creek, ap- 
proximately 10 miles north of Cascade Locks. 
This comprises the company’s entire holdings 
on that side of the Columbia river, it was said. 
Mr. Ross advised that a price not to exceed 
$50,700 would be fair both to the company and 
the city, and it was estimated that a bond issue 
of $85,000 to $90,000 would finance the pur- 
chase, provide working capital, and permit re- 
construction. 
The city council was said to be making plans 
to call an election to authorize the bonds which 
would take the place of a $12,000 general ob- 


ligation issue voted recently to finance estab- 
lishment of an independent distribution system. 


Sets Bonneville Quota 


O= hundred kilowatt years of Bonneville 
power will be purchased by the city of 
Hood River, according to a resolution passed 
by the city council last month. The power will 
be used for municipal purposes only, primarily 
for street lighting, it was announced, and will 
be purchased at a price of $17.50 per kilowatt 
year. 

Discussion at the meeting pointed out that 
the city could buy 100 kilowatt years of Bonne- 
ville power at a cost of only $40 per year more 
than it now costs to operate the city’s munici- 
pally owned plant, which produced 65 kilo- 
watt years, and proves inadequate in summer 
months when water supply was said to be 
short. 

The change will be made to Bonneville 
power without necessitating a change in the 
budget, it was said. 


Texas 


Denies Dam Caused Flood 


ery investigation of the Buchanan dam of 
the Lower Colorado River Authority in 
the recent flood made by the Public Works 
Administration, revealed that its operation ac- 
tually reduced the recent flood in the vicinity 
of Austin by one foot and did not contribute 
to the inundation, according to a statement is- 
sued last month by the PWA. 

Charges had been made to the contrary and 
an engineer expert was sent to Texas by Sec- 
retary of the Interior Harold L. Ickes, public 
’ works administrator. The preliminary report 
was made by Harry W. Bashore, a recognized 
engineer with thirty-two years of service in 
dam work with the Bureau of Reclamation of 
the Department of the Interior. Mr. Bashore 
was sent to Texas to investigate the situation 
following a man-made flood of propaganda 
which broke loose some time after the original 
water flood in July, said the PWA. It was 
charged that operation of the Buchanan dam 
by its owners, the Lower Colorado River Au- 
thority, had contributed to the flood which 
damaged farm lands in the vicinity of Austin. 
_ The preliminary report dispatched to Wash- 
ington by Mr. Bashore not only discredited 
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such charges, but stated that careful investiga- 
tion showed that Buchanan dam as operated 
reduced depth at Austin about one foot. 

The state senate investigating committee will 
complete its own study of the Colorado river 
flood, Senator Albert Stone of Brenham said 
recently. Work of the committee was hamp- 
ered by lack of funds, it was said. 


Manages Power Sale 


AYOR Max Starcke of Austin, one of the 

foremost exponents in Texas of munici- 

pal utility operation, mayor of the “model 

city” of power distribution, on August 2nd 

was appointed manager of operations of the 
Colorado River Authority. 

His appointment and acceptance were an- 
nounced by Chairman Fritz Engelhard of the 
authority. Starcke’s initial work, it was said, 
would be with central Texas cities and towns 
to negotiate wholesale sale of power from the 

ublic Colorado river project for distribution 
y municipal systems owned by the cities them- 
selves, 

Starcke is president of the South Texas 
Chamber of Commerce and vice president of 
the League of Texas Municipalities. 
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Utah 


Defeats Municipal Plant 


B a majority of more than 1,000, the peo- 
ple of Ogden on August 8th voted down 
four proposals to enter into a contract with 
A. C, Todd for construction of a municipal 
power plant through the issuance of $2,600,000 
in revenue bonds. 

The defeat came after weeks of spirited 
campaigning on both sides, in which it had been 
contended by a citizens’ committee that the 
agreement with Mr. Todd was not the result 
of competitive bidding. 

The voting was lighter than anticipated, it 
was said, 10,853 votes being cast as compared 
with 13,466 in last year’s municipal election. 
Votes in the 56 districts were as follows: 

For the resolution passed by the city Au- 


gust 26, 1936, accepting Mr. Todd’s contract 
4,769 ; against, 6,076; for the ordinance passed 
the same date authorizing the agreement, 4. 
832; against, 6,021; for the amended resoly. 
tion adopted February 11, 1937, clarifying some 
of the provisions of the contract, 4,765. 
against, 6,009; for the amended ordinance out. 
lining the same changes, 4,692; against, 5,998 

William H. Reeder, Jr., chairman of the 
citizens’ committee, declared that he “heartily 
congratulated the people of Ogden for voting 
down a project that was so uncertain, ip- 
definite, and speculative.” 

City Commissioner Edward T. Saunders in. 
dicated that he might press for a referendum 
on the general question of constructing a mu- 
nicipal power plant rather than a specific con- 
tract. 


Virginia 


FPC Denied Injunction 


HE Federal Power Commission has until 
November 10th to prepare its appeal from 
a U. S. District Court decision at Roanoke 
denying it an injunction restraining the Ap- 
palachian Electric Power Company from pro- 
ceeding with construction of Claytor dam, 
near Radford on New river. 
Joseph H. Chitwood, U. S. district attorney, 
said the injunction denied April 22nd by Judge 


John Paul would have prevented the power 
company from constructing its dam without a 
license from the Federal Power Commission. 

Judge Paul handed down his decision after 
nine weeks of testimony this spring. The FPC 
contended the hydroelectric project would af- 
fect the flow of the New river, a tributary of 
the Kanawha river, which in turn empties into 
the Ohio, a navigable stream. Judge Paul held 
the New river was not navigable and, there- 
fore, outside the jurisdiction of the FPC. 


Wisconsin 


Reassures Utility Investors 


"yy sicainn La Follette last month sought to 
forestall utility attacks on the proposed 
$26,000,000 power development on the Wis- 
consin and Fox rivers by assuring stockhold- 
ers their investments would not be under- 
mined and utility systems that they would not 
be subjected to destructive competition. 

The governor maintained the vast project, 
awaiting final approval in Washington, would 
extend permanent employment and industry in 
Wisconsin, control rope ong develop increased 
hydroelectric power, improve sanitation, navi- 
gation, and recreation, and conserve Wiscon- 
sin's great water resources. 

The proposed project, submitted to the Pub- 
lic Works Administration by the Wisconsin 
Hydro Authority, has been in preparation some 
time. The Hydro Authority, now a paper cor- 
poration, would begin functioning if and when 
the Federal government releases loans and 
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grants to finance the project. PWA lawyers 
were authoritatively reported to agree with 
Wisconsin officials that the proposed WHA 
was legally constituted to accept a loan and 
grant from the Federal government. 

Governor La Follette insisted that the huge 
enterprise would not levy additional taxes on 
landowners, farmers, or municipalities, or on 
the state as a whole, and eeu “not deprive 
any landowner of his property without fair 
and just compensation.” The governor as- 
serted : 

“The construction work will be undertaken 
with the soundest business principles as the 
first requirement and without any political in- 
fluence or interference whatever. It is to be 
carried out with funds belonging to all the 
people and a dollar’s worth of value will b 
required of every dollar expended. After it is 
completed, it will be operated for the benefit 
of the people of Wisconsin—honorably, com- 
petently, and profitably.” 
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The Latest 
Utility Rulings 


Order Denying Right to Merge Held Free 
From Judicial Review 


Sn Federal Circuit Court of Ap- 
peals, Second Circuit, in granting a 
motion to dismiss a petition by two elec- 
tric companies for review of an order of 
the Federal Power Commission denying 
the right to merge, has indicated that 
legislation may be enacted in such form 
as to avoid judicial review. L. Hand, 
circuit, judge, speaking for the court, 
says : 

We believe . . . that where a statute is 
effective unless some public functionary, 
having dispensing power, dispenses with it, 
it is now settled that the courts shall not re- 
view its action. 

The court declared that Congress 
might have forbidden mergers uncon- 
ditionally, that the corporate powers 
granted by the state are always subject 
to the regulation of interstate commerce, 
and in any event that the power to merge 
is not vital to the corporate existence. 
From this it is reasoned that Congress 
might attach reasonable conditions to 
mergers, one of which is that they shall 
conduce to the public interest. It might 
decide that question for itself in each 
case or it might confide the decision to 


e 


a subordinate tribunal, like the Federal 
Power Commission. The opinion con- 
tinued : 

What review it chose to give of a deci- 
sion by its subordinate was for it to decide; 
at least that is true with the possible excep- 
tion of a case—not here presented—where 
the commission did not use its powers at 
all, or used them corruptly, which is really 
the same thing. So far as it used them to 
the best of its ability, Congress might prefer 
to accept the chances of error, even of 
patent error, rather than to subject its deci- 
sion to review by a court. We can see no 
constitutional objection to this, provided at 
least that a fair hearing is insured. 


The court viewed the difficulties at- 
tending any wide review of such an or- 
der. It was said that although a court 
should grant review, it could not substi- 
tute its own decision, but could only an- 
nul the commission’s. It could not di- 
rect the commission how to act, for that 
would be a way of evading its own limi- 
tations. Yet, until the commission acted, 
the merger would remain unlawful and 
the appeal to the court would be a nullity. 
Newport Electric Corp. et al. v. Federal 
Power Commission, 97 F, (2d) 580. 


State Commission Order Denying Approval of Property 
Transfer by Interstate Companies Sustained 


A order of the Pennsylvania commis- 
sion denying authority to the 
Northern Pennsylvania Power Company 
and Metropolitan Edison Company to 
transfer the franchises and property of 
the former to the latter was upheld by 
the superior court of Pennsylvania. Ap- 
proval of the transfer had been granted 


by the Federal Power Commission, and 
it was contended by the companies that 
the state commission was thereby de- 
prived of authority to withhold or refuse 
approval. This contention was over- 
ruled. 

As was pointed out by the court, the 
Federal Power Act confers authority 
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upon the Federal commission to regulate 
that part of the business of interstate 
electric companies which consists of the 
transmission of electricity and the sale 
of such electricity at wholesale in inter- 
state commerce. Such Federal regula- 
tion, however, extends only to those mat- 
ters which are not subject to regulation 
by the state. 

Section 202 of the Federal Power Act, 
although dealing with interconnection 
and co6rdination of facilities for genera- 
tion, transmission, and sale of electricity, 
does not deal with merger or consolida- 
tion. The companies had contended that 
this section was designed to encourage 
and promote the merger and consolida- 
tion of public utilities generating, trans- 
mitting, or selling electric energy. 

The court said in regard to powers of 
the Federal and state commissions: 


A reading of the entire section in connec- 
tion with the declaration of policy and the 
previous provisions limiting the jurisdiction 
of the Federal Power Commission and sub- 
sequent sections of the act, makes it clear 
that it was not intended to take from the 
state commissions, which had always had 
jurisdiction over the merger and consolida- 
tion of public utilities, the sale of their 
franchises and properties, and the acquisi- 
tion by one public utility of the securities 
of another, the power and authority to reg- 
ulate these vitally important matters which 
affect the generation of electric energy and 
its local distribution, and the supervision of 
which is necessary for the protection of the 
local consuming public, and place them 
wholly under the jurisdiction and authority 
of the Federal Power Commission. 


The court recognized the merits of a 


contention that provisions of the Public 
Utility Act of May 28, 1937, superseding 
the Public Service Company Law of 
1913 are unconstitutional. The later act 
seems to prohibit the purchase or sale of 
any property whatever without the con- 
sent of the commission, although it au- 
thorizes the commission to exempt public 
utilities as to certain sales and purchases, 
Literal application of this law, it was 
said, would unconstitutionally interfere 
with the management and control of the 
corporation. It would deny the right to 
buy or sell the least thing or article 
needed in the ordinary conduct of the 
business—a postage stamp, a sheet of 
paper, or a lead pencil—without first ob- 
taining authority from the commission. 
The invalidity of this provision would 
not be cured by the added clause pro- 
viding for exemptions, since there was 
no constitutional delegation of power, 
with established standards or rules, gov- 
erning such exemptions. 

Nevertheless the court held the enact- 
ment of the later law must be construed 
as continuing in force the law on the 
subject of the sale, lease, consolidation, 
or merger of public utility property and 
franchises as it was established in the 
earlier law. The new act, it was pointed 
out, showed no intent to narrow or re- 
strict the field of supervision and regula- 
tion, and there was a provision that valid 
parts of the act should be given force and 
effect notwithstanding the invalidity of 
unconstitutional parts. Northern Penn- 
sylvania Power Co. et al. v. Pennsylvania 
Public Utility Commission. 


e 


Power of Commission to Exempt Public Utilities 
As to Security Issues 


a. supreme court of Pennsyl- 
vania, in a case where it upheld the 
jurisdiction of the Dauphin county court 
to enjoin the commission from refusing 
to register a certificate for the extension 
of maturity of outstanding bonds, ex- 
pressed its opinion concerning the 
validity of §601(a) of the Public Utility 
Law, which purports to give the com- 
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mission power to exempt public utilities 
as to any class of securities. 
The court referred to the fact that, in 
addition to the injunction suit, the com- 
pany had appealed to the superior court 
from the action of the commission and 
that court, passing the constitutional 
question, had determined that rejection 
of registration of all bonds in excess of 
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an approved amount was without reason- 
able justification. The supreme court 
had denied leave to appeal, and in ex- 
planing its action, Schaffer, J., said: 


Lest this action might be misunderstood, 
we desire to state that in our view the 
superior court did not go as far as it might 
have. We are of the opinion that the com- 
mission has no authority to act where exist- 
ing bonds are to be extended, because §601 
(a) of the act purporting to give it this 
power is unconstitutional. The section pro- 


7 


vides that the commission may exempt pub- 
lic utilities as to any class of securities. 
Principles prohibiting the delegation of 
legislative power forbid the grant to a legis- 
lative body of the power to prescribe which 
securities come within the act and which do 
not: National Transit Co. v. Boardman 
(1938) 328 Pa. 450, 197 Atl. 239, and cases 
there cited. Such a power would enable 
the commission to nullify the section. This 
is not permissible under our constitutional 
provisions: Holgate Bros. Co. v. Bashore. 


York Railways Co. v. Driscoll et al. 


Review of Commission Findings 


fies proper remedy for contesting a 
commission finding when no order 
is made upon the basis of such finding 
is discussed by the circuit court of ap- 
peals, fourth circuit, in a proceeding 
brought before it by the Carolina Alumi- 
num Company to review and set aside a 
finding of the Federal Power Commis- 
sion. The court held that it could not 
review a mere finding, but that only or- 
ders are subject to review. 

The Power Commission had made a 
finding that the interests of interstate or 
foreign commerce would be affected by 
proposed construction of a power proj- 
ect on the Yadkin river near Tucker- 
town, North Carolina. This was in ac- 
cordance with the provision of the Fed- 
eral Power Act forbidding the construc- 
tion of any projects upon a stream after 
the commission shall find that the inter- 
ests of the interstate or foreign com- 
merce would be affected thereby. The 
act does not authorize the commission to 
enter an order forbidding the construc- 

_tion but, on the contrary, provides that 
the commission shall bring an action to 


enjoin violation of the act when it ap- 
pears that it is about to be violated. 

The court noted that it is an order and 
not a finding of the commission which 
the court is authorized to review and it 
was said that by an order is meant some 
command of the commission directing or 
restraining action or granting or denying 
some form of relief. An order is a man- 
date or precept, a command or direction 
authoritatively given, a rule or regula- 
tion. The finding of the commission, it 
was said, embodied no decision which 
was capable of being enforced by anyone. 

Turning to the question whether the 
company had any remedy, the court 
made the observation that the finding 
would be contested in a proceeding in- 
stituted to enjoin violation of the act; 
or if no suit for injunction were brought 
and the company apprehended an at- 
tempt on the part of the officers of the 
government to enforce the penalties of 
the act against it, it might sue to enjoin 
them from taking such action. Carolina 
Aluminum Co. v. Federal Power Com- 
mission, 97 F. (2d) 435. 


e 


Jurisdiction of Texas Commission over Natural 
Gas Rate Inquiry 


A= injunction to restrain 
. the Texas commission from in- 
vestigating natural gas rates charged in 
a city was dissolved by the court of civil 
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appeals of Texas on the ground that the 
suit had not been brought in the proper 
court under Texas statutes. The appel- 
late court went further, however, and 
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expressed its view that the commission 
has jurisdiction over rates of gas utilities 
even though they operated within in- 
corporated villages or cities where the 
local authorities also have jurisdiction. 
Mr. Justice Looney, speaking for the 
court, said: 


The provisions of Art. 6053, supplemented 
by other provisions found in the statute ger- 
mane to the subject, we think, have the ef- 
fect of conferring upon the commission an 
overlordship control and supervision of the 
affairs of gas utilities in regard to all mat- 
ters, as expressed in the statute, “pertaining 
to the gas business in all their relations to 
the public, as the commission may from 
time to time deem proper...” “The public” 
referred to in the statute, we think, includes 
not merely the inhabitants of the sparsely 
settled communities and unincorporated vil- 
lages of the state, such as are so located 
as to avail themselves of utility service, but 
includes the far greater portion of the pub- 
lic residing within the larger incorporated 
towns and cities. We think it unreasonable 
to presume that the legislature intended 
that the elaborate and expensive set-up for 
the regulation and control of the gas utility 


business was for the benefit alone of the 
relatively few consumers located withoy 
incorporated cities and towns, 


At the time of the enactment of th 
regulatory laws in 1907 and in 1913 
when the Home Rule Act was passe 
conferring upon incorporated cities an( 
towns the power over rates, it wa; 
pointed out, natural gas as a commercial 
commodity was scarcely known. Cities 
and towns were then in a position to as. 
certain with reasonable accuracy dat, 
upon which to base fair and just rates, 
Today, however, utility companies own 
pipe lines that belt and ramify different 
sections of the state, supplying hundreds 
of incorporated cities and towns, and if 
excluded from the benefit of expert as- 
sistance through the ministry of the 
commission, consumers in such munici- 
palities, in the main, “will be as sheep 
before the shearers.” Terrell et al. v, 
Community Natural Gas Co. et al. 1175S. 
W. (2d) 838. 


e 


No Abdication of Commission Functions during Temporary 


Rate 


HE novel contention was advanced 
before the Pennsylvania commission 

that the commission by entering a tem- 
porary rate order had estopped itself 
from proceeding in any rate case against 
the public utility company involved un- 
til the end of the 6-month trial period 
prescribed in that order. For that rea- 
son the company refused to furnish in- 
formation requested by the commission 
for use in the rate proceeding. The con- 
tention was overruled and the company 
ordered to comply with commission re- 
quirements for furnishing information. 
The provision of the Public Utility 
Law relating to temporary rates provides 
that such rates shall become permanent 
at the end of the 6-month trial period or 
extension thereof unless at any time dur- 
ing such trial period or extension thereof 
the public utility involved shall complain 
to the commission that the rates so pre- 
scribed are unjust and unreasonable. The 
utility company took the position that the 
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Period 


commission must await the expiration of 
the trial period before proceeding fur- 
ther. The commission in reply said: 


If this proposition be correct, the commis- 
sion must abdicate during the 6-month pe- 
riod the exercise of the rate-making func- 
tion confided to it by the legislature. Dur- 
ing the six months the commission must sit 
idly by and take no steps to ascertain the 
basic facts upon which fair and reasonable 
rates must be determined. Under this 
theory of the meaning of §310(d), carried 
to its logical conclusion, if respondent does 
not complain to the commission within the 
trial period, the temporary rates prescribed 
will become “permanent,” and the commis- 
sion will never be able to determine their 
reasonableness. 


In the opinion of the commission such 
contention was “obviously illogical.” If 
it were followed, the basic purpose of the 
Public Utility Law would be defeated 
by “a strained interpretation of its own 
provisions.” The provision for tem- 
porary rates, it was said, does not mean 
that the commission should not, with all 
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due diligence, proceed to ascertain and 
consider all matters which may indicate 
what, if any, change in the rates tem- 
porarily prescribed should be made in 


e 


the interest of the public. Pennsylvania 
Public Utility Commission v. Philadel- 
phia Suburban Water Co. (Complaint 
Docket No. 11564). 


Federal Commission Bases Rates on Investment 
In Electric Plant 


HE Federal Power Commission, in 
pratt: a reduction in rates 
charged by the Albany Lighting Com- 
pany to the village of Albany, allowed 
areturn of 6 per cent on net investment 
and requirements for working capital. 
This order resulted from a complaint by 
the village, filed with the Federal com- 
mission because the Albany Lighting 
Company, which obtains current from 
the Interstate Power Company, operates 
in the state of Iowa and delivers current 
to the village at the mid-channel of the 
Mississippi river, where it connects with 


e 


transmission facilities owned and oper- 
ated by the village. 

The commission determined the cost 
of construction of the facilities used in 
furnishing this service, and after de- 
ducting accrued depreciation and adding 
working capital fixed the net investment 
in the electric plant. The commission 
also provided that if there should be a 
reduction in the charges by the Interstate 
Power Company this should also be re- 
flected in reduced rates and charges to 
the village. Re Albany Lighting Co. 
(Docket Nos. IT-5484, IT-5485). 


Increase in Taxes Does Not Call for Immediate Rate Change 


Fs Connecticut commission, in es- 
tablishing water rates for the Mys- 
tic Valley Water Company, observed 
that increased local taxes could most 
fairly be offset by an increase in the 
charge for fire protection service in the 
community served [23 P.U.R.(N.S.) 
19]. The commission, in denying a peti- 
tion for higher fire protection charges a 
few months later, said that it was not 
intended by this statement to imply that 
any increase of taxes would result im- 
. mediately in a higher rate for fire pro- 
tection. The commission said: 


A rate schedule for a public service is set 
up as an entirety to produce a fair return 
upon invested capital. Though different 
rates are established for different classes of 
customers the schedule cannot be broken 
down readily until experience has discov- 
ered the effect of such schedule as a whole. 
The schedule established by the commis- 
sion for the petitioner was developed on the 
basis of past experience as is necessary in 
every case. The actual result can be dis- 
covered only after a sufficient time has 
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elapsed to establish a new basis of computa- 
tion. The present schedule became effective 
as to public fire protection so recently as 
July 1, 1938, and as to other customers and 
classes of service April 1, 1938. Under the 
circumstances there has not been sufficient 
time to provide reliable statistical data from 
which the effect of this schedule can be de- 
termined. Any revision of the schedule un- 
der such conditions would be purely arbi- 
trary and unjustified. 

The reason for the request for a 
higher rate was the fact that one of the 
towns served had increased taxes after 
the evidence had been taken by the com- 
mission in the original rate case. An- 
other consideration for the commission 
was the fact that the increase in taxes 
was confined to one town where the in- 
crease was to some extent induced by 
consideration of values claimed for rate- 
making purposes. The commission said 
that if this were true it involved a serious 
confusion in respect to values; that any 
attempt to utilize values for rate-making 
purposes generally to determine values 
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for taxation must lead to erroneous re- 
sults, although it was no part of the 
duties of the commission to decide 
whether taxes had been correctly levied. 
In the light of the uncertainty as to the 


legality of the increase in. taxes it was 
deemed inequitable to impose immedi. 
ately higher rates for public fire pro. 
tection on all the districts. Re Mystic 
Valley Water Co. (Docket No. 6651). 


7 


Commission Lacks Authority to Investigate Partnership Matters 


Posi ions was made to the Penn- 
sylvania commission by one mem- 
ber of a partnership, operating a gas util- 
ity, that the other partner had sold his 
interest to the principal officers and 
shareholders of a gas company and that 
the sale was invalid for failure to obtain 
commission approval. The commission 
was requested to declare the acquisition 
invalid and to relieve the remaining part- 
ner “from further persecution by the of- 
ficers of the respondent company.” The 
commission dismissed the case for lack 
of jurisdiction. 

The two partners owned equal shares 
in the utility property and when one of 
them sold out, said the commission, the 
purchasers never became partners since 
the Pennsylvania Partnership Act pro- 
vides that no person can become a mem- 
ber of a partnership without the consent 
of all the partners and the remaining 
partner had never accepted them as such. 


Furthermore, under the Partnership Act 
the purchasers of the partnership inter- 
est did not obtain any right of control, 
Therefore, the commission held, the pur. 
chase did not result in the acquisition of 
such control as required obtaining the 
prior consent of the commission. 

A proceeding had been started in court 
for an accounting and this case was still 
pending. The commission therefore con- 
cluded that it had no jurisdiction to en- 
join the purchasers of the partnership in- 
terests from proceeding further in the 
court action and to relieve the remaining 
partner from further “persecution.” It 
was declared that the commission has no 
jurisdiction to adjudicate a controversy 
concerning the internal management of a 
partnership, since that controversy is 
properly a subject for a court of compe- 
tent jurisdiction. Hanratty Domestic 
Fuel Supply v. Revere Natural Gas Co. 
(Complaint Docket No. 11499). 


7 


Other Important Rulings 


€ tow Wisconsin commission, in hold- 
ing that evidence was insufficient to 
warrant a finding that the closing of an 
overhead bridge crossing would promote 
the public safety, ruled that the only 
determination which the commission is 
specifically authorized by statute to make 
in connection with the closing of cross- 
ings is whether the public safety will be 
promoted by such closing. Re Chicago, 
St. Paul, Minneapolis & Omaha Rail- 
way Co. (2-R-794). 


The Wisconsin commission, in au- 


thorizing a telephone company to extend 
its lines to serve more applicants for 
service where this would result in ren- 
dering useless a considerable mileage of 
metallic circuit of another company ob- 
jecting to the extension, said that the 
commission did not have authority to 
direct the sale of property of one com- 
pany to another, but that it was reason- 
able to suggest that, if the applicant com- 
pany made the extension, it arrange to 
purchase the line of the objector. Re 
Platteville, Rewey & Ellenboro Tele- 
phone Co. (2-T-451). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Rates, 


McCREA v. DETROIT CITY GAS CO. 


MICHIGAN PUBLIC UTILITIES COMMISSION 


Duncan C. McCrea 


Detroit City Gas Company 


[D-3109.] 


Commissions, § 43 — Jurisdiction — Investigation of practices. 
1. The Commission is without jurisdiction to investigate the acts, practices, 
devices, and schemes under which present rates of a natural gas company 
were established in order to consider and report how “such evils” may be 
remedied, p. 227. 


Monopoly and competition, § 9 — Commission jurisdiction — Domination of 
monopolistic interest. 
2. The Commission is without jurisdiction to investigate, report, and act 
‘in respect to the control and domination of monopolistic gas interests over 
the markets in the state and the effect thereof in enhancing the price of 
natural gas to customers in the state, p. 227. 


Rates, § 48 — Commission jurisdiction — Absence of city’s agreement. 
3. The Commission has jurisdiction to fix natural gas rates in a city in 


the absence of an agreement or franchise between the city and the gas 
company fixing and regulating rates, p. 227. 


Rates, § 220 — Agreement with city — Effect and operation. 

4. An agreement between a city and a gas company containing no rate 
schedules, containing nothing to inform the consumer as to the amount 
he will be required to pay for gas service, and containing no provision that 
sets any standard for the determination of rates, is not an agreement fixing 
and regulating rates, although it allows a certain net income and provides 
that the excess is to be divided between the company and the domestic 
consumers, p. 227. 


Courts, § 1 — Jurisdiction — Consent to. 


5. Jurisdiction cannot be conferred upon the courts by the conduct of the 
litigants, p. 227. 

Rates, § 641 — Parties — Municipality or its rate-paying residents — Expiration 
of franchise. 

6. Consumers of gas, as well as a municipality, have the right to petition 

the Commission to fix rates following expiration of a franchise where 

the supreme court in a decree relating to the utility has dismissed a bill 

of complaint without prejudice “to the rights of the plaintiff or other 


consumers of gas” to apply to the Commission to fix rates to be charged, 
p. 227. 


Evidence, § 16 — Admissibility — Communications between parties — Bearing 
on court decree. 

7. Communications between a public utility company and the common 

(15) 225 24 P.U.R.(N.S.) 
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council of a city at the time of negotiating an agreement later incorporated 
into a consent decree would not be admissible in evidence for the purpose 
of altering the terms of the decree, p. 229. 


Evidence, § 18 — Record of filing schedule — Effect on court decree, 


8. The formal record of the filing by a gas company with the city council 
of its schedule of rates promulgated in accordance with the provisions 
of a court decree adds nothing of value to that document, p. 229. 


Evidence, § 18 — As to franchise or contract — Record of filing with Commission, 
9. The formal record of the filing with the Commission for the purpose 
of general information of a schedule of rules, regulations, and rates for 
gas service would not evidence a franchise or contract granted or made 
by a municipality, although filed in connection with an agreement set 
forth in a consent decree relating to income of the company, p. 229, 


Evidence, § 18 — Form and contents of bills — Relation to consent decree, 


10. Evidence of the form and contents of the regular gas bills rendered 
each customer, containing on the back the schedule of rates charged, and 
the payment of such bills in accordance with a plan set forth in an agree. 
ment incorporated in a consent decree would merely tend to prove that 
the plan formulated in the decree had been put into effect by the utility 


corporation, p. 229. 


Procedure, § 32 — Rehearing — Grounds for denial — Delay. 
11. A petition for rehearing on the question of Commission jurisdiction 
over rates, submitted five months after the hearing of the cause, should 
be denied when to grant it would obviously result only in delay, p. 231. 


[May 20, 1938.] 


* preeiges to investigate rates and charges of a gas company 

and conditions pertaining to supplying of natural gas; 

Commission held to have jurisdiction over rates and to lack 
jurisdiction over other matters. 


By the Commission: On Septem- 
ber 27, 1937, Duncan C. McCrea, 
prosecuting attorney of Wayne coun- 
ty, Michigan, filed a petition on be- 
half of himself and more than fifty 
thousand consumers of natural gas 
in the city of Detroit with the Michi- 
gan Public Utilities Commission ask- 
ing it to: 

(a) Investigate the acts, practices, 
devices, and schemes under which the 
present rates were established, in or- 
der to consider and report how such 
evils can be remedied ; 

(b) Investigate, report, and act in 


24 P.U.R.(N.S.) 


respect to the control and domination 
of monopolistic gas interests over the 
markets in the state of Michigan, and 
the effect thereof in enhancing the 
price of natural gas to Michigan cus- 
tomers; and 

(c) Investigate and establish just 
and reasonable natural gas rates in the 
Detroit district served by the Detroit 
City Gas Company. 

The Commission gave due notice 
that a hearing would be had on said 
petition on December 7, 1937, at 9:30 
A.M. at the offices of the Commission 
in Lansing, Michigan. 
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McCREA v. DETROIT CITY GAS CO. 


Duncan C. McCrea appeared in pro 
per. Harold Goodman appeared for 
the other petitioners. James O. Mur- 
fn and Clifton C. Dyer appeared for 
the Detroit City Gas Company. Ray- 
mond J. Kelly, Corporation Counsel, 
and James H. Lee, Assistant Corpo- 
ration Counsel, appeared for the city 
of Detroit. Frank J. Calvert, State 
Representative, appeared in pro per as 
one of the petitioners. 

The decrees in the case of the city 
of Detroit, a municipal corporation of 
the state of Michigan, plaintiff v. De- 
troit City Gas Company, a corpora- 
tion of the state of Michigan, defend- 
ant, File No. 239-461, in the circuit 
court for the county of Wayne, in 
chancery, and in the case of the De- 
troit City Gas Company, a Michigan 
corporation, plaintiff v. The City of 
Detroit, a municipal corporation, et 
al., File No. 5567, in the district court 
of the United States for the eastern 
district of Michigan, southern divi- 
sion, in equity, were offered in evi- 
dence. 

The prosecuting attorney, Duncan 
C. McCrea, and Harold Goodman, ap- 
pearing for the petitioners, contended 
that the Commission had jurisdiction 
to entertain said petition. James O. 
Murfin, attorney for the Detroit City 
Gas Company, did not concede or op- 
pose jurisdiction. The city of De- 
troit contended that the Commission 
did not have jurisdiction to entertain 


said petition, and made a motion to 
dismiss. 


After arguments, the Commission 
requested briefs from the interested 
parties. Briefs were filed, and after 
due consideration of the same, the 
Commission on February 11, 1938, en- 
tered an order referring the said peti- 
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tion, the Commission’s order thereon, 
the transcript of proceedings, and ex- 
hibits received at the hearing on said 
order, and the briefs of the attorneys 
for the interested parties to the attor- 
ney general of the state of Michigan 
for his brief concerning the jurisdic- 
tion and power of the Commission to 
entertain said petition. The attorney 
general filed his written brief with the 
Commission on April 21, 1938. The 
Commission, after due consideration 
of the attorney general’s brief has 
reached the following conclusions : 

[1, 2] That it is without jurisdic- 
diction to investigate the acts, prac- 
tices, devices, and schemes under which 
the present rates were established, in 
order to consider and report how such 
evils may be remedied, and to investi- 
gate, report, and act in respect to the 
control and domination of monopolis- 
tic gas interests over the markets in 
the state of Michigan, and the effect 
thereof in enhancing the price of natu- 
ral gas to Michigan customers. 

[8-6] The Commission, however, 
believes that it has jurisdiction to in- 
vestigate and to establish just and rea- 
sonable natural gas rates in the De- 
troit district served by the Detroit City 
Gas Company. 


The Commission has considered the 
contentions of the city of Detroit, 
namely: that the agreement between 
the city and the gas company set forth 
in the decree is in effect a day-to-day 
franchise fixing or regulating rates 
and that it constitutes a bar to the 
Michigan Public Utilities Commission 
exercising jurisdiction under the pe- 
tition filed, and the further contention 
that the gas company’s franchise hav- 
ing expired, the Public Utility Com- 
mission is without jurisdiction to pre- 
24 P.U.R.(NS.) 
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scribe rates and conditions of service 
for said company, unless petitioned so 
to do by the city of Detroit. 

The city of Detroit relies: upon the 
case of Consumers’ Power Co. v. Pub- 
lic Utilities Commission (1935) 270 
Mich. 213, 10 P.U.R.(N.S.) 487, 258 
N. W. 250, which denied the Com- 
mission jurisdiction and the right to 
determine reasonable rates for natural 
gas furnished the city of Saginaw by 
the gas company when that question 
was before the Federal court in an- 
other proceeding between the same 
parties. In the Saginaw case, the dis- 
trict court of the United States had 
acquired jurisdiction to determine the 
validity of an agreement between the 
city of Saginaw and the power com- 
pany. 

Inasmuch as the jurisdiction of the 
Commission is legislative rather than 
judicial, it would have no authority 
to pass upon the question of the va- 
lidity of a contract. In the present 
case, the validity of an existing agree- 
ment between the city of Detroit and 
the gas company is not presented to 
this Commission. 

Counsel for the city claims that the 
decree is a day-to-day franchise, or a 
day-to-day agreement, revocable at 
will, and that the decree provides for 
the settlement of minor disputes which 
might arise in the future. They also 
stated before the Commission that the 
courts have no jurisdiction to make 
rates. 


An examination of the pleadings 
and the decree of the case pending in 
the Wayne county circuit court dis- 
closes that the bill was filed to deter- 
mine the reasonableness of the rate 
charged by the defendant for manu- 
factured gas, and to uphold an ordi- 
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nance with respect to rates for many- 
factured gas. The decree entered was 
a consent decree and incorporated in 
it an agreement, if it was an agree. | 
ment, between the city and the gas 
company under which a plan was 
formulated for the furnishing of nat- 
ural gas to be purchased from another 
concern and to be supplied from the 
Texas fields. The decree, therefore, 
had no relation whatever to the bill of 
complaint filed. The agreement set 
forth in this consent decree does not 
fix or regulate rates. It contains no 
rate schedules and the consumer finds 
nothing in it to inform him of the 
amount he will be required to pay for 
natural gas service. There is no pro- 
vision that sets any standard for the 
determination of rates. The gas com- 
pany is allowed a certain net income, 
and the excess is to be divided between 
the company and the domestic consum- 
ers. Yet in the fixing of the net in- 
come, the company is left entirely to 
its devices and its own system of ac- 
counting. The fixing of the rates is 
left entirely to the discretion of the 
gas company and the city has nothing 
to say about it. 

The decree by its own terms at- 
tempts to confer jurisdiction upon the 
court. It further provides that the 
decree does not alter or change any 
of the legal or equitable rights which 
either of the parties had immediately 
before the entry of the decree, and that 
either may apply to the court for modi- 
fication of the same. 

Jurisdiction cannot be conferred up- 
on the courts by the conduct of the liti- 
gants. Hoffman v. Security Trust Co. 
(1931) 256 Mich. 383, 239 N. W. 
508 ; General Motors Acceptance Corp. 
v. Ellar (1928) 243 Mich. 603, 220 


228 





McCREA v. DETROIT CITY GAS CO. 


N. W. 766; Orloff v. Morehead Mfg. 
Co. (1935) 273 Mich. 62, 262 N. W. 
736. 

The city’s further contention is that 
the Commission can obtain jurisdic- 
tion only upon application of the city 
of Detroit where the franchise has ex- 
pired, and relies upon Act 419 of the 
Public Acts of 1919 (Comp. Laws, 
1929, § 11009) which reads as fol- 
lows: 

«| In no case shall the Com- 
mission have power to change or alter 
the rates, or charges fixed in, or regu- 
lated by, any franchise or agreement 
heretofore or hereafter granted or 
made by any city, village, or town- 
ship. In any case where a 


franchise under which a utility is, or 
has been, operated, including street 
railways, shall have heretofore expired 
or shall hereafter expire, the munici- 
pality shall have the right to petition 


the Commission to fix the rates and 
charges of said utility in accordance 
with the provisions of this act.” 

The city contends that this statute 
has been construed in the case of Tay- 
lor v. Public Utilities Commission, 217 
Mich. 400, P.U.R.1922D, 198, 186 
N. W. 485, and Walker Bros. Cater- 
ing Co. v. Detroit City Gas Co. 230 
Mich. 564, P.U.R.1925D, 366, 203 
N. W. 492. 


We have examined these cases and 
do not believe that they sustain the 
city’s contention. The Taylor Case 
was the first case decided, and the court 
held that in view of the record it would 
not issue a writ of mandamus to com- 
pel the utility company to accept ju- 
risdiction. The Walker Bros. Cater- 
ing Company Case was decided three 
years later, and the court took the po- 
sition that there was a failure in the 
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law, both statute and bench law, to 
provide a method for fixing rates for 
gas companies, and that the failure in 
the law was due in a great degree, if 
not entirely, to the fact that the court 
by reason of the decision in the Taylor 
Case was unable to declare the law, 
and in the Walker Case, the supreme 
court entered an order reversing the 
decree of the lower court and uphold- 
ing the jurisdiction of this Commis- 
sion with respect to this particular 
utility and upholding the right of any 
utility consumer to apply to the Com- 
mission for regulation of rates. The 
court’s decree specifically provided: 
“. . the bill of complaint (is) dis- 
missed, but without prejudice to the 
rights of the plaintiffs or other con- 
sumers of gas, or defendants, to ap- 
ply to the Commission to fix rates to 
be charged.” 

In view of this provision in the or- 
der reversing the lower court, and in 
the absence of an agreement or fran- 
chise between the city and the gas 
company fixing and regulating rates, 
we believe that the law is settled in this 
state, and that the consumers of gas 
supplied by this particular utility have 
the right to petition the Commission 
to fix rates. 

[7-10] Since this opinion was 
written, and on May 13, 1938, the 
Detroit City Gas Company filed with 
this Commission a petition praying 
that it may be allowed to introduce 
further proof generally on the ques- 
tion of jurisdiction, and specifically as 
to the following facts: 

(a) Certain communications be- 
tween the Detroit City Gas Company 
and the common council of the city of 
Detroit at the time the so-called De- 
troit Plan was being negotiated. 

24 P.U.R.(N.S.) 
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(b) The formal record of the filing 
by the Detroit City Gas Company with 
the common council of the city of De- 
troit of its schedule of gas rates pro- 
mulgated in accordance with the pro- 
visions of the court decree constitut- 
ing a part of the so-called Detroit 
Plan. 

(c) The formal record of the filing 
with this Commission for the pur- 
poses of general information of the 
schedule of rules, regulations, and 
rates for gas service in the territory 
served by the Detroit City Gas Com- 
pany. 

(d) The form and contents of the 
regular gas bills rendered each cus- 
tomer, containing on the back thereof 
the schedule of rates charged and in 
effect under the Detroit Plan. 

(e) The payment of a consumer’s 
dividend in accordance with the pro- 
visions of the said Detroit Plan to 
domestic users of the Detroit City Gas 
Company, the actions of the common 
council in regard to the payment of 
said dividends and the acceptance of 
such dividends by the petitioner in this 
matter and those joining with him in 
this proceeding. 

The petition, however, fails to set 
forth the proffered evidence in ex 
tenso, and relies entirely upon the most 
general of allegations. 


At the hearing on December 7, 
1937, the Detroit City Gas Company 
was afforded every opportunity to pre- 
sent such evidence, and the vice chair- 
man of the Commission opened the 
door for proof of this character, when 
he said: 

Vice Chairman Van Auken (inter- 
posing): Why do you not put in evi- 
dence the decree and the proceedings 
in connection with it, on the basis of 
24 P.U.R.(N.S.) 


which it can be determined whether 
that decree and the arrangements con- 
stitute a contract; and any other per- 
tinent features that you have, so that 
we can make a record here. (Page 9 
of Transcript. ) 

Both the city of Detroit and the 
Detroit City Gas Company relied up- 
on the decree of the Wayne circuit 
court as establishing a contract with 
respect to natural gas rates, and had 
counsel considered the additional mat- 
ters now mentioned in the petition for 
rehearing as of any importance they 
should have presented them at that 
time. 

We do not think that any communi- 
cations between the Detroit City Gas 
Company and the common council of 
the city of Detroit at the time the so- 
called “Detroit Plan” was being nego- 
tiated would be admissible in evidence 
for the purpose of altering the terms 
of the Wayne circuit court’s decree. 

The formal record of the filing by 
the Detroit City Gas Company with 
the common council of the city of De- 
troit of its schedule of gas rates pro- 
mulgated in accordance with the pro- 
visions of the court decree adds noth- 
ing of value to that document. 

Nor would the formal record of the 
filing with this Commission “for the 
purpose of general information of the 
schedule of rules, regulations, and 
rates for gas service in the territory 
served by the Detroit City Gas Com- 
pany” evidence a franchise or contract 
granted or made by the municipality, 
and evidence of the form and contents 
of the regular gas bills rendered each 
customer, containing on the back the 
schedule of rates charged, and the pay- 
ment of such bills in accordance with 
the Detroit Plan, would merely tend 
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to prove that the plan formulated in 
the decree had been put into effect by 
the utility corporation. 

[11] Moreover, this petition for 
rehearing is submitted five months 
after the hearing of the cause on the 
7th day of December last, and to grant 
it would obviously result only in de- 
lay. 

ie our opinion, it should be denied. 

Now, therefore, it is hereby ordered 

1. That the petition of the Detroit 
City Gas Company, filed May 13, 
1938, “for further hearing on ques- 
tion of jurisdiction” be and the same 
is hereby denied. 


2. That the motion made by the 
city of Detroit to dismiss is hereby de- 
nied. 


3. That this Commission has juris- 
diction to entertain said petition to in- 
vestigate and to establish just and rea- 
sonable natural gas rates in the De- 
troit district served by the Detroit 
City Gas Company. 

4. That this Commission hereby 
specifically reserves unto itself juris- 
diction of this matter and the right to 
make any other or further order here- 
in which in its judgment should be 
hereafter made. 
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Re Cleveland, Columbus & Cincinnati 


Highway, Incorporated 


[Investigation and Suspension Docket No. 146.] 


Rates, § 253 — Tariffs — Carriers. 


1. Shippers are entitled to know in advance what rates they must pay, 
and tariffs should be so published that the applicable charges may be readily 


ascertainable, p. 236. 


Discrimination, § 95 — Carriers — Rates. 
2. A carrier must treat each shipper fairly and afford to each shipper 
equal treatment, no matter how small his shipment may be in comparison 
with those of another shipper, p. 236. 


Intercorporate relations, § 20 — Connecting carriers — Proportional tariffs — 


Guaranty of rates. 


3. A provision in a proportional tariff that carriers parties to the tariff 
guarantee that through rates named will be as specified, is objectionable 
when the rates named are illegal and nonenforceable and the carrier pub- 
lishing the tariff does not know what rates a connecting carrier, which is 
not a public utility but a freight forwarder, actually collects, p. 236. 


Rates, § 427 — Motor carrier — Proportional rates — Assistance to freight for- 


warder — Competition. 


4. A motor transportation company is under no obligation to maintain pro- 
portional rates to prevent loss of business to a freight forwarding company 
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created primarily to secure competitive traffic for a railway; the motor 


carrier is not required thus to 


compete with itself for the purpose of 


assisting the forwarding company to remain in business at a profit, p, 


237. 


Discrimination, § 124 — Motor carriers — Proportional rates — Preference to 


forwarder. 


5. A proportional tariff, published by a certificated motor transportation 
company, which results in special and preferential privileges to a freight 
forwarding company, not available to other shippers, is unlawfully dis. 


criminatory, p. 238. 


Discrimination, § 18 — Elimination — Long continuance. 


6. The mere fact that a forbidden discrimination had been long continued 
and that the machinery for making it is in tariff form cannot clothe it with 


immunity, p. 238. 


Commissions, § 17 — Powers — Statutory restrictions, 


7. The Commission has no arbitrary power to do what may seem to be 
in the public interest but only such powers as are conferred by statute, 


p. 238. 


[May 27, 1938.] 


| eben praneniads™ of proposed cancellation of proportional class 
and commodity rates for transportation of property between 
various points on the line of a motor transportation company 
and certain points on a railway line in connection with a 
freight forwarding company; cancellation approved. 


By the Commission: By Supple- 
ment No. 2 to Agent H. O. Hull’s lo- 
cal and joint freight tariff, P. U. C. 
O. No. 3, filed to become effective 
April 29, 1936, respondent, The Cleve- 
land, Columbus and Cincinnati High- 
way, Inc., proposed to cancel its ex- 
isting proportional class and com- 
modity rates for the transportation of 
property between various points on its 
line and certain points on the Cincin- 
nati and Lake Erie Railroad Company 
(Thomas Conway, Jr. and J. Harvey 
McClure, receivers) et al., in connec- 
tion with Stordor Freight Service, Inc. 
or Elway Transit Company, as more 
particularly hereinafter set forth. Up- 
on protest of the receivers of the Cin- 
cinnati and Lake Erie Railroad Com- 
pany and Stordor Freight Service, 


24 P.U.R.(N.S.) 


¥ 


Inc., the Commission, by order made 
and entered on April 22, 1936, sus- 
pended the operation of said tariff sup- 
plement until August 27, 1936, and 
the effective date of said tariff supple- 
ment has been voluntarily postponed 
by respondent pending the determina- 
tion of the issues herein by the Com- 
mission. The matter came on for hear- 
ing and was heard on August 4 and 
5, 1936. Briefs were filed on Sep- 
tember 1, 1936. The case was argued 
orally on September 8, 1936, and 
thereupon submitted. 

For convenience, the Cincinnati and 
Lake Erie Railroad Company (Thon- 
as Conway, Jr., and J. Harvey Me- 
Clure, receivers) will hereinafter be 
referred to as “C & L E”; Stordor 
Freight Service, Inc., as “Stordor”; 
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The Lake Shore Electric Railway Com- 
pany as the “Lake Shore” ; The Lorain 
Street Railroad Company as the “Lo- 
rain’; The Elway Transit Company 
as “Elway”; and The Cleveland, Co- 
lumbus and Cincinnati Highway, Inc. 
as “respondent” or “C CC.” Also 
C & L E and Stordor will, at times, 
be referred to collectively as the “‘prot- 
estants.” All points of origin or des- 
tination and junction points mentioned 
herein shall be understood as located 
in the state of Ohio, unless otherwise 
indicated. Unless otherwise indicat- 
ed, rates will be stated herein in 
amounts per 100 pounds and are those 
in effect at the time of the hearing. 
Unless otherwise stated, all sections of 
law, quoted or referred to herein, shall 
be understood as sections of the Gen- 
eral Code of Ohio. 

The C & L E is an electrically op- 
erated common carrier interurban rail- 
road. At the time this case was sub- 
mitted, it operated over two divisions, 
VIZ, ° 

(1) Between Cincinnati and Co- 
lumbus, through Hamilton, Middle- 
town, Miamisburg, Dayton, and 
Springfield. 

(2) Between Springfield and To- 
ledo, through Urbana, Bellefontaine, 
Lima, and Deshler. 


However, on or about November 
20, 1937, its line extending north from 
Springfield to Toledo was permanent- 
ly abandoned by order of the United 
States district court for the southern 
district of Ohio, western division, in 
Equity No, 323. 

The Lake Shore and the Lorain are 
electrically operated common carrier 
interurban railroads, the Lake Shore 
operating between Toledo and Cleve- 
land and the Lorain between Lorain 
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and Elyria. However, on or about 
May 22, 1937, these railroads perma- 
nently discontinued all freight service 
in conformity with order of the dis- 
trict court of the United States for 
the northern district of Ohio, in Eq- 
uity No. 4586, and at the same time all 
services, previously performed by the 
Elway, were discontinued. Therefore, 
this proceeding, in so far as it relates 
to proportional rates between points 
on the C C C and points on the C & 
L E, north of Springfield to Toledo, 
and between points on C C C and 
points on the Lake Shore and the Lo- 
rain, has become moot. There remains 
for consideration the lawfulness of 
the existing proportional rates for ap- 
plication between various points on the 
C CC (located generally north, east, 
and south of Columbus) and certain 
specified points on the C & L E (west 
of Columbus to and including Cin- 
cinnati) in connection with Stordor. 

The C C C is a certificated motor 
transportation company (common car- 
rier) engaged extensively in the 
transportation of property throughout 
the state of Ohio over regular routes 
between fixed termini. 

Stordor is what is generally known 
as a “freight forwarder.” It is not a 
common carrier subject to the inquis- 
itorial and regulatory powers of the 
Commission—it is neither a railroad, 
motor transportation company, nor 
public utility—its status is that of a 
shipper, but apparently it has been 
created primarily for the purpose of 
securing competitive traffic for the C 
& L E. Its operations will be set 
forth, briefly, hereinafter. 

The proportional rates which re- 
spondent here proposes to cancel are 
named in freight tariff, designated P. 
24 P.U.R.(N.S.) 
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U. C. O. No. 3, published by H. O. 
Hull, agent, for and on behalf of re- 
spondent under power of attorney, 
which power of attorney has been re- 
voked. The tariff also names similar 
proportional rates, likewise published 
for and on behalf of various other 
motor transportation companies. Sim- 
ilar proportional rates were previous- 
ly published in predecessor tariffs of 
agent Hull, dating back to September 
1, 1935. Said tariff (P. U. C. O. No. 
3), hereinafter, at times, called the 
“proportional tariff,’ became effective 
on April 1, 1936, and is still in effect 
except it has been amended by the 
elimination of various points of origin 
and destination because of the aban- 
donments hereinbefore mentioned. 

The proportional tariff provides, in 
part, as follows: 

Title Page—“Applicable only on 
shipments of freight destined to or 
originating at stations as shown on 
page 8, item 3 of tariff and then only 
when such shipments move via Stor- 
dor Freight Service Inc. over the line 
of the Cincinnati and Lake Erie Rail- 
road Company to or from Columbus, 
Dayton, or Springfield, Ohio.” 

Page 5—“Pick up and delivery 
service: Except as otherwise provid- 
ed in this rule and in individual items, 
the rates provided in this tariff include 
one pick-up from shipper’s place of 
business directly accessible to trucks 
and one delivery to consignee’s place 
of business directly accessible to 
trucks.” 

Page 8, item 3—“Rates as named 
herein will apply only on shipments 
of freight moving between stations 
served by participating carriers named 
herein and via routes authorized here- 
in and stations named below, when 


such freight is destined to or origi. 
nates at these stations and then only 
when such freight moves in connec. 
tion with Stordor Freight Service 
Inc., over the line of the Cincinnati 
and Lake Erie Railroad Company: 
Cincinnati, Columbus, Dayton, Frank. 
lin, Hamilton, Lockland, Miamisburg, 
Middletown, Moraine City, and 
Springfield.” 

Note (inserted by us): The above 
stations will hereinafter, at times, be 
called the C & L E common points— 
so called because they are served by 
other common carriers by both rail- 
road and motor vehicle. 

Pages 13 and 22—“First-class pro- 
portional rate of C C C between Mans- 
field and Columbus for application on 
freight moving between Mansfield and 
Cincinnati —32.9 cents.” 

Note (inserted by us)—The local 
first-class rate of C C C between Mans- 
field and Columbus is 51 cents and the 
local first-class rate of the C& LE 
between Columbus and Cincinnati is 
60 cents. 

Page 24, item 69—“Table of 
through class rates for information 
only (see note 9 below) : 

First-class rate between Mansfield 
and Cincinnati, 70 cents. 


“Note 9—Note to shippers: 

Through class rates as published on 
this page are shown for information 
only for the convenience of the ship- 
ping public. These through rates are 
shown for information only because 
the rates as authorized in this tariff 
are as between Ohio certificated in- 
trastate motor truck carriers and 
freight forwarding corporations, 4 
shown on title page of tariff. As 
freight forwarding corporations aft 
not subject to the transportation laws, 
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rules and regulations of the Public 
Utilities Commission of Ohio, this 
form of tariff necessarily is required, 
however, carriers parties to this tariff 
guarantee that the joint through rates 
will be as specified in this item on traf- 
fic moving under this tariff.” 

Protestants’ Exhibit No. 20-A is a 
copy of the C & L E local freight 
tariff, Ohio No. 121, hereinafter, at 
times, called “C & L E all-commodity 
tariff.” This tariff (as amended be- 
cause of abandonments hereinbefore 
mentioned) names rates on all com- 
modities (with some few exceptions ) 
of any class or description in straight 
or mixed shipments between the fol- 
lowing C & L E common points: Cin- 
cinnati, Columbus, Dayton, Franklin, 
Hamilton, Miamisburg, Middletown, 
and Springfield. 

The tariff provides, in part, as fol- 
lows: 

Item 1—“Rates named herein will 
apply on all commodities of any class 
or description in straight or mixed 
shipments less-than-carload, except 
commodities as shown in item 2 here- 
in, when shipped on one day by one 
shipper for delivery at one destina- 
tion, subject to rules, regulations, ex- 
ceptions, and minimum _ weights 
named herein. 

Item 2—‘‘(a) Articles of any class 
or description that because of their 
size or weight cannot be loaded 
through side door of 40-foot box car 
or require special railway equipment 
for handling and transportation. 

“(b) Automobiles, passenger and/ 
or freight. 

“(c) Live stock of any class or de- 
scription. 


“(d) Live poultry of any class or 
description.” 
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Item 6—‘“Freight moving under 
this tariff must be loaded and stowed 
in car by shipper or his agent and 
unloaded by consignee or his agent at 
destination.” 

Item 9—“(a) Rate between Cincin- 
nati and Columbus, 21 cents, appli- 
cable on shipments of less than 20,000 
pounds subject to a minimum weight 
of 10,000 pounds. 

“(b) Rate between Cincinnati and 
Columbus, 17 cents, applicable on 
shipments of 20,000 pounds or more 
subject to a minimum weight of 20,- 
000 pounds.” 

The rates set forth immediately 
above will hereinafter, at times, be re- 
ferred to as volume or carload rates. 

Stordor, in conducting its opera- 
tions, uses the C & L E all-commodity 
tariff in connection with the propor- 
tional tariff. The following is il- 
lustrative concerning a shipment of 
2,000 pounds of first-class freight 
from Cincinnati on the C & L E to 
Mansfield on the C C C in connection 
with Stordor : 

Stordor receives the shipment from 
the real shipper in Cincinnati, and 
along with other shipments received 
from other shippers in Cincinnati, 
moves the shipment by truck to the 
C & L E freight depot, where the 
shipment is consolidated by Stordor 
with other shipments into a lot of 
20,000 pounds. Stordor then issues 
a shipping order on bill of lading for 
the consolidated lot from Cincinnati 
to Columbus, showing itself as con- 
signor and consignee, at the applica- 
ble all-commodity rate of 17 cents per 
hundred pounds. The consolidated 
shipment is then unloaded into the C 
& L E freight warehouse at Columbus 
where bulk is broken and the various 
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small lot shipments turned over by 
Stordor to C C C and other motor 
carriers (parties to the proportional 
tariff) for forwarding to the ultimate 
destinations at the proportional rates. 
With respect to the shipment for 
Mansfield, the Stordor turns it over 
toC CCat the C& LE freight ware- 
house on what may be called a waybill 
or transfer slip, showing the charges 
paid by Stordor to C & L E plus what- 
ever Stordor may see fit to add for its 
services. The shipment is then for- 
warded by C C C to the real or ulti- 
mate consignee at the proportional 
rate of 32.9 cents. CCC pays Stor- 
dor the charges shown on the waybill 
or transfer slip as advances and at 
Mansfield collects from the consignee 
its own charges plus those paid to 
Stordor. When the shipment is de- 
livered by C & L E to Stordor at Co- 
lumbus, it is relinquished from all 
common carrier control and of course 
passes into the hands of Stordor (a 
noncommon carrier and intermedi- 
ary concern) and here Stordor again 
assumes the role of a shipper for the 
movement beyond via C C C to Mans- 
field and instead of Stordor being 
shown as consignee, the ultimate or 
real consignee is shown. Whatever 
adjustments are made between Stor- 
dor and the real shipper or real con- 
signee are unknown to the C C C. 
Under this arrangement the actual 
freight charges for the common car- 
rier service of the C& L Eand CCC 
would be, as follows: 


From Cincinnati to Columbus, 
2,000 pounds @ 17¢ 

From Columbus to Mansfield, 
2,000 pounds @ 32.9¢ 


The CCC operates over its own 
24 P.U.R.(N.S.) 


line from Cincinnati, through (po. 
lumbus, to Mansfield and if the same 
shipment were transported via CCC 
direct, the freight charges would be, 
as follows: 
Cincinnati to Mansfield, 

2,000 pounds @ 70¢ 

The C C C serves all of the C&L 
E common points with its own lines 
and could transport over its own lines, 
with its own equipment, all the traffic 
that is now moving between points on 
its lines and the C & L E common 
points at the proportional rates in con- 
nection with Stordor. It is clearly 
shown that the C C C by participat- 
ing in the proportional-Stordor tariff 
is competing with itself and actually 
placing itself at a disadvantage and 
this is also true with respect to traffic 
originating at points on the C CC, 
destined to the C & L E common 
points in connection with Stordor. 

The proportional tariff is governed 
by certain rules contained in the Of- 
ficial Classification No. 56 (Ohio 0. 
C. No. 56). One of these rules (No. 
8). reads, as follows: 

“No charges of any description will 
be advanced to shippers, owners, con- 
signees, or agents thereof, nor to their 
draymen or warehousemen.” 

As previously shown herein, the C 
C C advances charges to Stordor (a 
shipper) which is contrary to and in 
direct violation of the rule above quot- 
ed. 

[1-3] Shippers are entitled to know 
in advance what rates they must pay, 
and tariffs should be so published that 
the applicable charges may be readily 
ascertainable. The obligation to treat 
each shipper fairly, to afford each 
shipper equal treatment, no matter 
how small his shipment may be in 
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comparison with those of another 
shipper, is one which carriers caunot 
escape. Re Container Service (1931) 
173 Inters. Com. Rep. 377, 440. The 
statute prohibits every method of deal- 
ing by a common carrier or public 
utility by which it directly or indirect- 
ly, through its participation in tariff 
publications or otherwise, charges a 
more or less or different rate or charge 
than that specified in the lawful tariffs 
on file with the Commission and it is 
further provided that no common car- 
rier or public utility shall make or give 
undue or unreasonable preference or 
advantage to a particular person, com- 
pany, firm, corporation, or locality, or 
to any particular description of traf- 
fic, in any respect whatsoever, or sub- 
ject any particular person, company, 
firm, corporation, or locality, or any 
particular description of traffic to any 
undue or unreasonable prejudice or 
disadvantage in any respect whatso- 
ever. (Sections 510, 535, 564, 566, 
567, 614-14, 614-15, 614-16, and 
614-18.) 


The so-called through class rates 
named, for information only, in item 
69 of the proportional tariff for ap- 
plication between points on the C C C 
and the C & L E common points, in 
connection with Stordor, are illegal 
and nonenforceable; while protestants 
contend that these are the rates 
charged by Stordor, the record shows 
that other and different rates are 
charged—for instance, cigarettes are 
rated first-class when for shipment 
from C & L E common points to 
points on the C C C, but the uncon- 
troverted testimony of the witness for 
respondent shows that numerous ship- 
ments of cigarettes have been shipped 
by Stordor from Middletown to points 
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on the C C C and charges assessed at 
the second-class rates. However, wit- 
ness for the protestants admitted free- 
ly that Stordor could make any rate it 
wanted down to the point where it 
ceased to make any profit at all. It 
may be further stated that Stordor, 
under the arrangement in connection 
with the proportional tariff and the 
C & L E all-commodity tariff, could 
make rates which would be noncom- 
pensatory. The viciousness of this 
arrangement is clearly apparent. As 
previously shown herein, item 69, note 
9, of the proportional tariff provides 
that carriers parties to the tariff guar- 
antee that the through rates named in 
said item will be as specified therein. 
The C C C objects to this provision 
because the rates named in said item 
are illegal and nonenforceable and C 
C C does not know what rates Stor- 
dor actually collects. The objection is 
meritorious and is hereby sustained. 
Witness for protestants testified that 
the C & L E guarantees all accounts 
of Stordor. If C & L E does this, 
it is unlawful because it thereby ac- 
cords to Stordor, a shipper, prefer- 
ential treatment which could not be 
accorded to other shippers. 

[4] The protestants contend that 
the elimination of the proportional 
rates, herein involved, will give the 
C C Ca monopoly on traffic between 
points on C C C and the C& LE 
common points, because in the absence 
of such proportional rates, combina- 
tion rates will apply between C C C 
and C & L E points which would be 
higher than the rates herein involved. 
This contention is without merit be- 
cause there are now in effect joint 
rates between all important points on 
the C C C and all points on the C & 
24 P.U.R.(N.S.) 
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L E via common carriers by railroad 
which are on the same level as the 
local rates of the C C C between the 
same points and furthermore similar 
rates are published and in effect be- 
tween most points served by C C C 
and points on the C & L E by various 
motor transportation companies other 
than the C CC. The protestants as- 
sert that the proportional rates should 
be continued because if canceled, the 
loss of business to Stordor may cause 
Stordor to abandon its entire opera- 
tions. Surely the C C C is under no 
obligations to maintain these propor- 
tional rates, and thus compete with 
itself, for the purpose of assisting 
Stordor to remain in business at a 
profit. The protestants further con- 
tend that cancellation of the propor- 
tional rates, here involved, would re- 
sult in unjust discrimination against 
interstate commerce. The evidence 


presented by protestants in this re- 
spect is extremely vague and without 


any probative value whatsoever. The 
record shows that no proportional 
rates whatever are published for ap- 
plication between motor transporta- 
tion companies and points on the C 
& L E for application in connection 
with Stordor or any other freight for- 
warding company for transportation 
of shipments in interstate commerce. 
In this connection, we quote the fol- 
lowing, appearing in § 216(e) of the 
Federal Motor Carrier Act (49 USCA 
§ 316(e)) viz.: “Provided, however, 
that nothing in this part (chapter) 
shall empower the Commission (Inter- 
state Commerce Commission) to pre- 
scribe, or in any manner regulate, the 
rate, fare, or charge for intrastate 
transportation, or for any service con- 
nected therewith, for the purpose of 
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removing discrimination against inter. 
state commerce or for any other pur- 
pose whatever.” 

[5-7] While the C & L E all-com. 
modity tariff is open for the use of all 
shippers, this tariff, however, when 
used in connection with the propor. 
tional tariff, accords to Stordor spe. 
cial and preferential privileges not 
available to other shippers. This in 
and of itself is sufficient to condemn 
the proportional tariff even if it were 
otherwise lawful which it is not. The 
mere fact that a forbidden discrimi- 
nation has been long continued and 
that the machinery for making it is 
in tariff form cannot clothe it with 
immunity. Protestants assert that the 
proportional rates should be continued 
in effect because they are desirable in 
the interest of the public. We have 
no arbitrary power to do what may 
seem to be in the public interest, but 
only such powers as are conferred by 
statute. 

Stordor, while a separate corporate 
entity, is dominated and controlled by 
the C & LE. It is conceivable that 
the C & L E would be willing for 
Stordor to be operated at a loss so 
long as it could be used as an instru- 
mentality to secure competitive traffic. 

It is well settled that Stordor is a 
shipper, or probably it could be more 
appropriately described as a pseudo 
shipper since it is not the beneficial 
owner of any of the property it han- 
dies. Stordor, not being subject to 
regulation by the Commission, could 
fold up and go out of business over 
night and in that event the propor- 
tional tariff would automatically be- 
come null and void. Railroads and 
public utilities cannot abandon oper- 
ations without complying with the 
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provisions of §§ 504-2 and 504-3 
and securing authority from the Com- 
mission, and this is likewise true with 
respect to motor transportation com- 
panies as provided in § 614-91. 

A carrier, subject to our jurisdic- 
tion, may not lawfully establish rates, 
either proportional or otherwise, for 
the exclusive benefit of one shipper 
such as Stordor. If it be said that 
the proportional tariff, here involved, 
is lawful because no other shipper or 
forwarder has entered the field in com- 
petition with Stordor—the answer is 
that the mere opportunity for Stordor 
to enjoy the privileges and preferen- 
tial rates is sufficient to condemn the 
tariff. Manifestly the respondent 
could not have been required to estab- 
lish these proportional rates in the 
first instance and it follows that it 
cannot now be prevented from can- 
celing them. 

We find that the proposal of re- 
spondent to withdraw from participa- 
tion in the proportional tariff, and 


thus cancel out all rates published in 
said tariff for its account, has been 
justified. An order will be entered 
vacating our order of suspension and 
discontinuing this proceeding. 

We further find that the propor- 
tional tariff, H. O. Hull, agent, P. U. 
C. O. No. 3 (now designated C. M. 
Byrne, agent, successor to H. O. Hull, 
agent, P. U. C. O. No. 3) is unlawful 
in its entirety and should be stricken 
from the files of the Commission. 
However, since the C C C is the only 
respondent named herein, no order 
will be entered at this time against the 
other motor transportation companies, 
parties to the tariff; nevertheless all 
motor transportation companies, par- 
ties to said proportional tariff, will be 
expected to withdraw from participa- 
tion therein within a reasonable time, 
failing which it will be our purpose to 
take formal action looking to rejec- 
tion of the tariff in its entirety and 
thus striking it from the files of the 
Commission. 





MICHIGAN PUBLIC UTILITIES COMMISSION 


Re Battle Creek Gas Company 


[D-3156.] 


Rates, § 246 — Schedules — Filing and Commission approval. 
No rate schedule is operative unless and until it has been approved by the 


Commission. 


[May 4, 1938.] 


2. ene of proposed change in gas rates; change 


approved. 


By the Commission: In this mat- 
ter, the Battle Creek Gas Company 
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filed with this Commission on March 
28, 1938, a schedule of gas rates in 
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compliance with Order D-3096, dated 
August 11, 1937, as revised November 
4, 1937, and February 15, 1938, said 
gas rate schedule being substantially 
the same as the gas rate schedule now 
on file except that the proposed sched- 
ule conforms to the regulations pre- 
scribing the form and governing the 
filing of gas rate schedules prescribed 
in Order D-—3096 and, since said Bat- 
tle Creek Gas Company filed its pre- 
vious schedule it has introduced two 
optional rates which were effective on 
March 1, 1937. The first of these 
rates being an optional industrial rate 
shown on Original Sheet No. 13 of 
M. P. U. C. No. 1 and is available to 
any industrial customer who uses at 
least 80 per cent of the gas billed at 
this rate for galvanizing or tinning, 
paint or core-drying ovens, The oth- 
er rate which was made effective 
March 1, 1937, is a gas refrigerator 
rate shown on Original Sheet No. 14 
and is available to any customer using 
a gas operated refrigerator twelve 
months of the year and who elects to 
take this rate in preference to other 
rates available. Since these two rates 
are optional rates, it is impracticable 
to determine the amount of reduction 
that would.accrue by their application, 
however, since said rates are optional 
they will not increase the unit cost of 
gas to any customer. 

Act 419 of the Public Acts of 1919, 
being Art. (§) 11012 of the Comp. 
Laws of 1929, provides: “Schedules 
of rates in such form and in such de- 
tail as the Commission may direct shall 
be filed in the office of the Commission 
and copies thereof shall be printed 
and posted in each of the principal 
offices of the utility. No such sched- 
ule shall be operative unless and until 
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it has been approved by the Commis. 
sion; nor shall any change be made 
therein except on such approval. The 
Commission may adopt rules and reg. 
ulations governing the presentation of 
such schedules and desire (desired) 
changes, and action thereon, and shall 
have full authority to regulate the pro- 
cedure to be observed.” 

In view of the foregoing, the Com- 
mission is requiring all utilities to re- 
ceive approval of their rate schedule 
even though such schedule has not 
been approved by the Commission in 
the past. It being this Commission's 
opinion that no schedule shall be op- 
erative unless and until it has been 
approved by this Commission. 

The Commission, after due consid- 
eration of said schedule, has conclud- 
ed that said schedule should be ap- 
proved for filing, however, in approv- 
ing this schedule for filing the Com- 
mission is not passing upon the rea- 
sonableness of the rates or the rules 
and regulations contained herein. 

Now, therefore, it is hereby ordered 
by the Michigan Public Utilities Com- 
mission that the proposed gas rate 
schedule submitted to this Commission 
as M. P. U. C. No. 1 of the Battle 
Creek Gas Company is hereby ap- 
proved for filing as of May 1, 1938. 

It is further ordered, that the Bat- 
tle Creek Gas Company shall amend 
its rate schedule now on file with this 
Commission in conformity with this 
order and in compliance with Order 
D-3096, dated August 11, 1937, as 
revised November 4, 1937, and Feb- 
ruary 15, 1938. It now being neces- 
sary to place directly under the issued 
date on each sheet the following: “Is- 
sued under authority of Order D-3156 
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of the Michigan Public Utilities Com- herein contained and will issue such 
mission, dated May 4, 1938.” further order or orders as the circum- 

The Commission retains full and stances may require, after due notice 
complete jurisdiction of the matters to the parties concerned. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Belmont & Pleasant View Telephone 
Company 


Platteville, Rewey & Ellenboro Tele- 
phone Company 


[2-U-1241.] 


Monopoly and competition, § 84 — Notice of particular extension. 


The Commission has no alternative but to direct that a telephone company 
cease and desist from serving a subscriber to whom it has extended service 
without notice as required by § 196.50 (2), Wisconsin Statutes, until such 
time as it has secured that privilege by compliance with the statute, regard- 
less of the convenience and necessity involved in the extension. 


[April 29, 1938.] 


 Gearcnps by telephone company against extension by an- 
other company without compliance with a statute requir- 
ing notice; complaint sustained and company ordered to cease 
and desist from rendering service until such time as it has 
secured authority. 


> 


By the Commisston: On February A. Anderson. The appearances were: 
25, 1938, complainant advised the Belmont and Pleasant View Telephone 
Commission that defendant had ex- Company, complainant, by Frank 
tended its lines to serve the farm op- Hinkins, President, Belmont, and 
erated by Mr. Ernest Rasque in the George Dodge, Secretary, Belmont; 
town of Belmont, Lafayette county, Platteville, Rewey and Ellenboro Tel- 
without having served upon the com- ephone Company, defendant, by Orrin 
plainant notice of the proposed exten- W. Aiken, Manager, Platteville; Will 
sion as required by statute. M. Snow, Platteville, intervener on 

Hearing was held in Madison on behalf of defendant. 

April 12, 1938, before examiner W. The particular extension to which 
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objection is made is about 1,000 feet 
in length and extends along a highway 
on which the complainant now has a 
line. The farm to which the exten- 
sion was made is operated under the 
direction of a Mr. Snow and rented 
to Mr. Rasque on shares. Mr. Snow’s 
residence is in Platteville. 

In the latter part of February, at 
the solicitation of Mr. Snow, the de- 
fendant extended its line to serve 
Rasque. It admits its failure to noti- 
fy the complainant of its purpose to 
serve these premises. The farm is 
approximately 3.5 miles from Platte- 
ville and 6 miles from Belmont. The 
lines of the two companies meet at 
the intersection of north and south, 
and east and west, roads immediately 
west of the Rasque farm. Testimony 
is to the effect that on this north and 
south road some eighteen or nineteen 
years ago an electric utility construct- 
ed a transmission line and the defend- 
ant found it necessary to metallicize 
its line to Platteville. It did so only 
from the intersection of the roads re- 
ferred to and it cut off subscribers both 
to the east and to the northwest of 
the intersection, among others a sub- 
scriber on the premises here in ques- 
tion. Since that time, however, it has 
built an extension northwesterly to 
serve one Guerdon Kies immediately 


to the west of what is known as the 
Platteville Mound. Such extension, it 
appears, was made with the consent 
of the complainant in this case, al- 
though the Commission’s records show 
that no notice of the extension was 
filed with the Commission as required 
by § 196.50 (2), Wisconsin Statutes, 

Regardless of the convenience and 
necessity involved in this extension of 
the defendant to the Rasque farm, the 
evidence is conclusive that it failed to 
proceed in the manner prescribed by 
statute. The Commission has no al- 
ternative but to direct that the defend- 
ant cease and desist from serving the 
Rasque or Snow farm until such time 
as it has secured that privilege by com- 
pliance with § 196.50 (2), Wisconsin 
Statutes. 

The Commission finds that the de- 
fendant has unlawfully extended its 
line to serve the Rasque or Snow farm 
in the town of Belmont, Lafayette 
county. 

It is therefore ordered, that the 
Platteville, Rewey and Ellenboro Tele- 
phone Company cease and desist from 
rendering service to the so-called 
Rasque or Snow farm in the town of 
Belmont, Lafayette county, until such 
time as it has secured authority to ren- 
der such service. 





FEDERAL COMMUNICATIONS COMMISSION 


Re Postal Telegraph-Cable Company et al. 


[Docket No. 4995.] 


Rates, § 13 — Jurisdiction of Federal Communications Commission. 
1. The Federal Communications Commission has the inherent right to 
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enter upon an investigation and hearing concerning proposed rate increases 
of telegraph companies although the Communications Act contains no 
specific provision for such procedure, p. 246. 


Return, § 67.1 — Reasonableness as a whole — Interstate telegraph companies. 


2. The Commission is under no duty to fix rates for domestic telegraph 
service so that all carriers engaged therein may earn a fair return on the 
fair value of their property devoted to that service or even make some 
profit on their operations, since in the Communications Act (unlike the 
Interstate Commerce Act) there is no recognition that all carriers engaged 
in communication service are necessary to care for the country’s needs in 
this respect, there is no method provided for ironing out any inequalities 
in earnings through adjustment in divisions on joint traffic, there is no 
provision for recapture of excess earnings of strong carriers, and there is 
no mandate to fix rates so that the carriers as a whole may receive suffi- 
cient revenues to provide adequate service to the public, p. 247. 


Rates, § 529 — Interstate telegraph companies — Weak and strong companies — 
Basis for determination. 

3. Any determination which the Commission may reach with respect to 
a petition by nation-wide interstate telegraph companies for authority to 
increase rates must rest primarily on the record made by the strongest 
company to support its request, it appearing that a weaker company, with 
its affiliates, is not essential to the public as the only available domestic 
telegraph carrier; the public should not be required to pay increased rates 
unless they can be justified on the basis of the showing made by the only 
carrier which on the record appears to be necessary to maintain a com- 
prehensive nation-wide domestic telegraph service, p. 247. 


Discrimination, § 155 — Telegraph rates — Market news. 
4. No apparent reason supports the assumption that public interest is 
greater in the dissemination of market news to traders than it is in other 
classes of telegraph business traffic so as to justify the exception of such 
service in making an increase in telegraph rates, p. 258. 


Rates, § 174 — Factors involved — Property values — Telegraph system. 
5. The fair value of the property being used and useful in interstate com- 
mon carrier telegraph service must be found, in the consideration of the 
reasonableness of rates for this class of service, p. 259. 


Apportionment, § 1 — Burden of proof — Telegraph rates. 
6. The failure of an interstate telegraph company asking authority to in- 
crease rates to supply the basis for an equitable segregation of the revenues 
allocable to the operating expenses incurred on account of the property 
devoted to interstate common carrier service makes it futile for the Com- 
mission to speculate as to the reasonableness of the proposed rates and 
charges, p. 259. 


Valuation, § 104 — Accrued depreciation — Reserves. 
7. The balance in the reserve of a telegraph company obviously cannot be 
an accurate measure of the accrued depreciation existing today when the 
reserve has been created and the credits to the reserve have been in round 
sums fixed by the board of directors in varying amounts over a long 
period of years, p. 259. 

Valuation, § 28 — Probative value of fixed capital account. 
8. The balance in fixed capital account is of no probative value when the 
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book cost includes the cost of certain properties that have been retired 
and excludes certain other items of property now in use, p. 259, 


Valuation, § 211 — Excess plant. 


9. The public may not be required to pay rates necessary to earn a return 
on a plant far in excess of the needs of the service, p. 259. 


Rates, § 186 — Burden of proof. 


10. A finding that proposed rates for interstate telegraph service would 
not yield more than a fair return would be mere conjecture when the record 
is deficient of factual data essential to such a finding, p. 259. 


[Craven and CasE, Commissioners, dissent. ] 
[April 26, 1938.] 


eles by interstate telegraph companies for authorization 
of a 15 per cent increase in certain rates; denied. 


APPEARANCES: Francis R. Stark 
and Ralph H. Kimball, on behalf of 
the Western Union Telegraph Com- 
pany; Howard L. Kern and John H. 
Wharton, on behalf of the Postal Tel- 
egraph-Cable Company and Mackay 
Radio and Telegraph Company ; Frank 
W. Wozencraft and Manton Davis, 
on behalf of R.C.A. Communications, 
Inc.; Alexander B. Royce and Stan- 
nard Dunn, on behalf of the Trustees 
for Postal Telegraph and Cable Cor- 
poration; John E. Benton and Clyde 
S. Bailey, on behalf of National As- 
sociation of Railroad and Utilities 
Commissioners and Board of Railroad 
Commissioners of North Dakota; 
Robert M. Cooper, on behalf of the 
Department of Justice; Percival E. 
Jackson, on behalf of the Postal Bond- 
holders Advisory Group; Louis G. 
Caldwell and William R. Furlong, Jr., 
on behalf of the Chicago Board of 
Trade; Lee Pressman and Joseph 
Kovner, on behalf of American Radio 
Telegraphists Association; J. G. 
Bruce, on behalf of the state of Idaho; 
John C. White, on behalf of Ameri- 
can Cotton Shippers Association, 
Arkansas Cotton Trade Association, 
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Atlantic Cotton Association, Califor- 
nia-Arizona Cotton Association, Ok- 
lahoma State Cotton Exchange, South- 
ern Cotton Shippers Association, and 
Texas Cotton Association ; Patrick J. 
Taft, on behalf of the Commercial 
Telegraphers Union; and James A. 
Kennedy, on behalf of the Federal 
Communications Commission. 


By the Commission: In a joint 
petition filed with us December 22, 
1937, the Postal Telegraph-Cable 
Company, Mackay Radio and Tele- 
graph Company of California, Mac- 
kay Radio and Telegraph Company of 
Delaware, and the Western Union 
Telegraph Company joined in seeking 
authority from the Commission to 
make a general increase of 15 per cent 
in all their rates and charges for do- 
mestic messages, except as follows: 
Rates for special types of greeting and 
other messages which carry a rate of 
25 cents for messages of fixed text 
and of 35 cents for fifteen words and 
24 cents for each word in excess of 
fifteen words for messages of send- 
er’s own composition irrespective of 
distance, rates for press messages, and 
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rates for stock and commercial news 
commonly referred to as CND serv- 
ice. The petition was later amended 
to state expressly that the Postal Tele- 
graph-Cable Company, a New York 
corporation, was petitioning therein 
collectively on its own behalf and on 
behalf of its thirty-four associated 
Postal Telegraph companies named 
therein constituting with it the Postal 
Telegraph Land Line System in the 
United States. 

On December 27, 1937, a separate 
petition was filed by R.C.A. Commu- 
nications, Inc., requesting authority 
from the Commission to make a gen- 
eral increase of 15 per cent in its pure- 
ly domestic rates and charges (except 
press rates and charges for the domes- 
tic handling of transoceanic mes- 
sages), retaining, however, the dif- 
ferential involved in the transmission 
of fifteen words by radio for the price 
of ten by wire. This petitioner han- 
dles only about 0.6 of 1 per cent of 
the domestic telegraph business. It 
does not claim, and the evidence does 
not indicate that it is facing a finan- 
cialemergency. In 1937 this petition- 
er earned more net income from its 
operation (domestic and foreign) 
than in any other year since it com- 
menced operation. 


Permission to intervene in this pro- 
ceeding was granted to the following: 
Raymond C. Kramer, George S. 
Gibbs, and Alfred E. Smith, as trus- 
tees of Postal Telegraph and Cable 


Corporation; The North Dakota 
Board of Railroad Commissioners; 
Board of Trade of the City of Chi- 
cago; American Radio Telegraphists 
Association; Elihu N. Kleinbaum, M. 
S. Goldnamer, and Martin Tow, con- 
stituting Postal Bondholders Advisory 


245 


Group; The National Association of 
Railroad and Utilities Commissioners ; 
American Cotton Shippers Associa- 
tion; Oklahoma State Cotton Ex- 
change; Arkansas Cotton Trade As- 
sociation; Southern Cotton Shippers 
Association; Atlantic Cotton Associa- 
tion; California-Arizona Cotton As- 
sociation; Texas Cotton Association; 
and the Commercial Telegraphers 
Union. The interests of the various 
agencies of the government were rep- 
resented by the Department of Jus- 
tice. 

Upon consideration of the petitions, 
the Commission, on January 11, 1938, 
ordered an investigation of the mat- 
ters averred and the proposals made 
therein. The order provided that the 
Commission might enlarge or expand 
the inquiry so as to receive and include 
testimony taken in Docket No. 2639 
(Proceedings under Telegraph Divi- 
sion Order No. 12 concerning the law- 
fulness of the various classifications 
of telegraph carriers and the regula- 
tions and practices applicable thereto 
and concerning the lawfulness of the 
ratio of charges between the charges 
for full rate telegrams and the various 
other classifications) and evidence 
which may have come into existence 
since that hearing upon the matters 
therein involved and also so as to re- 
ceive and include evidence upon any 
other matters which might have a bear- 
ing upon the increase in rates and 
charges proposed. A_ supplemental 
petition of the Western Union Tele- 
graph Company, praying that the 
hearing be confined to the need of the 
industry for a prompt increase in their 
rates was denied by the Commission 
on February 10, 1938; but the com- 
pany was advised that the issues to be 
24 P.U.R.(N.S.) 
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considered at the hearing on February 
14, 1938, would be limited to those 
raised in the petitions; and that any 
subsequent enlargement of the inquiry 
would be made upon the order of the 
Commission. 

Notice of the hearing was given in- 
terested parties, including petitioners, 
the other carriers engaged in domestic 
message telegraph services having es- 
tablished schedules of charges for such 
services, and the governors and regu- 
latory bodies of the several states. The 
hearing was begun on February 14, 
and concluded on March 3, 1938. The 
transcript of record covers 1,581 pages 
and numerous exhibits were intro- 
duced and received in evidence. Oral 
argument was heard March 7, 1938. 

We invited the cooperation of the 
state utility Commissions, and they 
appointed a committee of five Com- 
missioners who sat with us at the hear- 
ing and during oral argument. We 
have availed ourselves of their advice 
in consideration of the proper disposi- 
tion of the proceeding, and they con- 
cur in the views herein expressed.? 

[1] At the beginning of the hear- 
ing and before the taking of testi- 
mony, a motion to dismiss the pro- 
ceeding was made by the National As- 
sociation of Railroad and Utilities 
Commissioners and the Board of Rail- 


road Commissioners of the state of 
North Dakota, based principally upon 
the contention that the Communica. 
tions Act of 1934 does not authorize 
or prescribe the instant procedure as 
a means of effecting rate increases. 
This motion was denied. While the 
act contains no specific provision for 
the procedure followed, the Commis. 
sion has the inherent right to enter up- 
on an investigation and hearing con- 
cerning any matter over which it has 
jurisdiction. 

The joint petition of Western 
Union, Postal, and the Mackay Radio 
companies, in seeking increases, al- 
leges a financial emergency brought 
about principally by increased oper- 
ating expenses accompanied by declin- 
ing revenues. They do not assert a 
constitutional right to a fair return on 
their property investment of any def- 
nite amount, but allege that the pro- 
posed increases would be far short of 
sufficient to yield such a fair return. 
R.C.A. Communications, Inc., while 
it does not claim to be in a financial 
emergency itself, alleges that the tele- 
graph industry as a whole is confront- 
ed with such an emergency, and it seeks 
to share in any increases which may be 
granted so as to avoid a possible de- 
flection of traffic which might bring 
about a disturbance in business and 





1Commissioners John S. Boyer, Public 
Service Commission of Missouri; Dennis J. 
Driscoll, Chairman, Public Utility Commis- 
sion of Pennsylvania; Leo H. Leary, Depart- 
ment of Public Utilities of Massachusetts; 
Paul H. Todd, Public Utilities Commission 
of Michigan; and Harry Holden, President, 
Public Utilities Commission of Idaho. 

2 Unless otherwise stated, the term “operat- 
ing expenses” means all amounts includible in 
the group of accounts of the 600 series (desig- 
nated in the effective Uniform System of 
Accounts as “operating expenses”), in account 
304, “Uncollectible operating revenues,’ and 
in account 305, “Taxes assignable to opera- 
tions.” The term “operating income” (or 


24 P.U.R.(N.S.) 


“operating loss”) means the amount of op- 
erating revenues less the amount of operating 
expenses, uncollectible operating revenues, and 
taxes assignable to operations. The term “net 
income” (or “deficit”) means the amount of 
operating income plus the amount of non- 
operating income less the amount of fixed 
charges and other deductions from gross in- 
come. The term “book cost” means the 
amount at which property is recorded in the 
books, without the deduction of amounts in 
related reserves or other accounts. The term 
“net book cost” means the “book cost” less 
the related amounts in depreciation and amor- 
tization reserves, 
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in the competitive positions of the do- 
mestic telegraph carriers. 


Scope of the Inquiry 


[2,3] Weare under no duty to fix 
rates for domestic telegraph service so 
that all carriers engaged therein may 
earn a fair return on the fair value 
of their property devoted to that serv- 
ice or even make some profit on their 
operations. It would be purely a co- 
incidence if rates, reasonable as to one 
carrier, should also prove, measured 
by the same standards, to be reason- 
able for another carrier. The prob- 
lem presented is not comparable to 
that involved in a consideration of 
petitions of railroads for flat percent- 
age increases in rates for all railroads 
or any group of railroads. Section 
15a of the Transportation Act, includ- 
ing the Recapture Clause, was a con- 
gressional declaration of a policy of 
rate making which had long been rec- 
ognized as necessary by the Interstate 
Commerce Commission in the railroad 
field and which had been followed, to 
some extent at least, prior to the pas- 
sage of the Transportation Act. Spo- 
kane v. Northern P. R. Co. (1909) 
15 Inters. Com. Rep. 376. Under the 
Transportation Act (1920) the Inter- 
state Commerce Commission was di- 
rected to “establish or adjust such rates 
so that carriersasawhole . . . will, 
under honest, efficient, and economical 
management and reasonable expendi- 
tures for maintenance of way, struc- 
tures and equipment, earn an aggre- 
gate annual net railway operating in- 
come equal, as nearly as may be, to a 
fair return upon the aggregate value 
of the railway property of such car- 
tiers held for and used in the service 


247 


of transportation.” (Italics supplied.) 
Section 15a(2). 

As amended in 1933 the Interstate 
Commerce Act provides that the Com- 
mission “shall give due consideration, 


‘among other factors, to the effect of 


rates on the movement of traffic; to 
the need, in the public interest, of ade- 
quate and efficient railway transporta- 
tion service at the lowest cost consist- 
ent with the furnishing of such serv- 
ice; and to the need of revenues suf- 
ficient to enable the carriers, under 
honest, economical, and efficient man- 
agement to provide such service.” 
(Italic supplied. ) 

In construing § 15a (2) of the In- 
terstate Commerce Act (1920), the 
United States Supreme Court said: 

“Tn both cases (Wisconsin R. Com- 
mission v. Chicago, B. & Q. R. Co. 
257 U. S. 563, 66 L. ed. 371, P.U.R. 
1922C, 200, 42 S. Ct. 232, 22 A.L.R. 
1086, and New England Divisions 
Case [1923] 261 U. S. 184, 67 L. ed. 
605, 43 S. Ct. 270) it was pointed out 
that the Transportation Act adds a 
new and important object to previous 
interstate commerce legislation which 
was designed primarily to prevent un- 
reasonable or discriminatory rates 
against persons and localities. The 
new act seeks affirmatively to build up 
a system of railways prepared to han- 
dle promptly all the interstate traffic 
of the country. It aims to give the 
owners of the railways an opportunity 
to earn enough to maintain their prop- 
erties and equipment in such a state 
of efficiency that they can carry well 
this burden. 

“Title IV of the Transportation 
Act, embracing §§ 418 and 422 (§ 
15(a) of the Interstate Commerce 
Act) is carefully framed to achieve its 
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expressly declared objects. Uniform 
rates enjoined for all shippers will tend 
to divide the business in proper pro- 
portion so that when the burden is 
great, the railroad of each carrier will 
be used to its capacity.. If the weaker 
roads were permitted to charge higher 
rates than their competitors, the busi- 
ness would seek the stronger roads 
with the lower rates, and congestion 
would follow.” Dayton-Goose Creek 
R. Co. v. United States (1924) 263 
U. S. 456, 478, 68 L. ed. 388, 44 S. 
Ct. 169. 

In other words the court found that 
the provisions in § 15(a) of the act 
and the policy of rate making therein 
expressed were necessary in order to 
maintain a railroad system adequate 
to care for the needs of the shipping 
and traveling public. Other provisions 
in the act permit the Commission to 
improve the earnings of weak roads 
through adjustment of divisions of 
joint rates. There is a recognition at 
all times that the continued existence 
and operation of practically all rail- 
road carriers engaged in interstate 
commerce is necessary. 


Under the section as amended in 
1933, the Interstate Commerce Com- 
mission still recognizes the necessity 
for consideration of the earnings of 
the carriers as a whole. See General 
Commodity Rate Increases (1937) 
223 Inters. Com. Rep. 657, 744, and 
The Fifteen Per Cent Increase Case 
(1938) 226 Inters. Com. Rep. 41. 

This Commission is charged with 
the duty “of regulating interstate and 
foreign commerce in communication 
by wire and radio so as to make avail- 
able, so far as possible, to all the peo- 
ple of the United States a rapid, ef- 
ficient, nation-wide and world-wide 
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wire and radio communication servic, 
with adequate facilities at reasonable 
charges.” 

In the Communications Act of 1934 
there is no recognition that all carriers 
engaged in communication service are 
necessary to care for the country’s 
needs in this respect ; there is no meth. 
od provided for ironing out any in. 
equalities in earnings through adjust- 
ment in divisions on joint traffic ; there 
is no provision for recapture of excess 
earnings of strong carriers and no 
mandate to fix rates so that the car- 
riers as a whole may receive sufficient 
revenues to provide adequate service 
to the public. 

The radio carriers before us handle 
less than 2 per cent of the domestic 
telegraph business. In the present 
state of the radio art and under the 
existing allocation of frequencies, suf- 
ficient facilities are not available to 
provide a nation-wide domestic tele- 
graph service via radio. Whether fu- 
ture technical advances in the radio 
art will make available sufficient facil- 
ities for comprehensive nation-wide 
telegraph service via radio is a ques- 
tion which cannot be answered at this 
time. 

The Postal Land Line System does 
not, through its own facilities, reach 
all points of importance served by the 
Western Union. All of the points 
served by the Postal Land Line Sys- 
tem, with negligible exceptions, are al- 
so served by the Western Union and 
many important points served by the 
latter carrier are served directly by it 
alone. Nearly 80 per cent of the do- 
mestic telegraph business in the Con- 
tinental United States in the year 1937 
was handled by the Western Union 
Telegraph Company. It is the only 


248 





RE POSTAL TELEGRAPH-CABLE CoO. 


carrier before us whose facilities are 
adequate to provide a comprehensive 
nation-wide domestic telegraph serv- 


ice. 
The Mackay Radio System, due to 


its close affiliation with the Postal Sys- 
tem, may be said to face the same 
emergency as the Postal System. How- 
ever, it may not be separately consid- 
ered, since an increase of 15 per cent 
in domestic telegraph rates by Mackay 
Radio System without a corresponding 
increase in the rates of competing car- 
riers would be futile since it would 
not relieve any financial emergency of 
the Mackay Radio System and would 
undoubtedly contribute to the gravity 
of the emergency existing, if any, 
since traffic would be diverted from 
the Mackay to other competing sys- 
tems. 

The Postal Land Line System is ap- 
parently, on the basis of figures sub- 
mitted for the record, in a less favor- 
able financial condition than the West- 
ern Union Telegraph Company. The 
Postal Land Line companies are sub- 
sidiaries of Postal Telegraph and Ca- 
ble Corporation. This corporation is 
in process of reorganization under 
§ 77B of the Bankruptcy Act. The 
future of these companies depends in 
a large measure upon the outcome of 
these bankruptcy proceedings, the re- 
sult of which cannot be predicted at 
this time. If it be assumed that an 
increase in the rates of Postal Land 
Line System is justified from a consid- 
eration of its financial condition, such 
an increase could not be effected in the 
absence of an increase to its competi- 
tors since such an increase to Postal 
alone would result in a diversion of 
most of its traffic. The Postal Land 
Line System is not essential to the pub- 
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lic as the only available domestic tele- 
graph carrier and the public should not 
be required to pay increased rates un- 
less they can be justified on the basis 
of the showing made by the only car- 
rier which, on this record, appears to 
be necessary to maintain a comprehen- 
sive nation-wide domestic telegraph 
service. 

It is clear that any determination 
which this Commission may reach 
with respect to the disposition of the 
pending investigation must rest pri- 
marily on the record made by the 
Western Union Telegraph Company 
to support its request for authority to 
increase rates. 


The Western Union Telegraph 
Company 


In support of its contention that it 
is now facing a critical financial situ- 
ation, the Western Union points out 
that since about April, 1937, the trend 
of its operating revenues has been 
downward; that its telegraph operat- 
ing expenses have increased due to 
wage restorations, increased cost of 
materials, and increased social security 
and other taxes, and that despite its 
diligent efforts to effect economies the 
company has been unable to offset the 
decline in operating revenues with a 
correspending reduction in operating 
expenses. 

The company contends that the 
emergency is so acute in nature that 
immediate relief is required without 
awaiting inventories, appraisals, au- 
dits, and other factors usually taken 
into account in determining whether 
proposed rates are just and reasonable. 

In considering the question of 
whether this company’s need for reve- 
nue is so urgent as to justify a grant 
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of the proposed increases immediately 
without requiring and considering evi- 
dence designed to establish the reason- 
ableness of the proposed rates under 
established standards, it will be helpful 
to examine the company’s financial 
structure, its past history of earnings, 
the extent to which its revenues have 
declined and its operating expenses 
increased since the alleged emergency 
arose, and the question of whether this 
trend is of a temporary or permanent 
nature. There is also the very impor- 
tant question as to whether the in- 
crease in rates, if made effective, will 
actually produce substantial additional 
net revenue to this petitioner. 


A condensed balance sheet of the 
Western Union Telegraph Company 
(Land Line and Cable Systems), as 
at December 31, 1937, follows: 


Assets 


Investment in plant and 
equipment 

Less: Depreciation and 

amortization reserves 70,670,260 

—_—_—$262,630,671 

17,972,157 


$333,300,931 


Other investments 
Cash $5,608,709 
Other working assets 
and accrued income 17,975,487 
——— _ 23,584,196 


1,521,600 
$305,708,624 


Prepaid accounts and deferred 
charges 


Liabilities 

Long-term debt 

Working liabilities and accrued 
liabilities 

Deferred credits 

Capital stock of subsidiaries— 
Minority interest 

Capital stock 

Premiums on capital 


$91,091,000 


12,259,975 
18,429,276 


1,751,500 


105,691,129 
76,485,744 


$305,708,624 


Of the amount of capital stock out- 
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standing, stock of the par value of 
$6,909,300, or about 6.6 per cent, was 
issued for cash; $49,978,299.50, or 
about 47.8 per cent, was issued in the 
form of stock dividends; and the re. 
mainder, or about 45.6 per cent, was 
issued for the acquisition of property 
or securities. There is nothing in the 
record to indicate whether the value 
of the property acquired in exchange 
for capital stock. issued was equal to 
the par value of the stock. 

Prior to 1933, the company had an 
unbroken dividend record going back 
to 1874. Dividends declared on the 
capital stock for the 12-year period 
1920-1931, averaged 7.48 per cent 
per year and involved disbursements 
of $90,406,392. Dividends declared 
in 1932 to 1937, inclusive, aggregated 
54 per cent, or an average of .875 of 
1 per cent per year, and involved dis- 
bursements of $5,486,417. Dividends 
declared in 1937 were at the rate of 
14 per cent and involved a disburse- 
ment of $1,567,552. The total divi- 
dend disbursements for the eighteen 
years (1920-1937) amounted to $95,- 
892,809. 

There is set forth below a statement 
of operating results for Land Line 
operations and for Cable operations, 
and other data for the years 1932 to 
1937, inclusive, and for the month of 
January, 1938. Included in the state- 
ment is a forecast of operating results 
for the first quarter of 1938, which 
was prepared by the comptroller of the 
company. There are also shown oper- 
ating results for comparable months 
as to gross revenues, indicating the 
variation in certain large items of op- 
erating expense. 
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Land Lines System 


Social Pensions 
Operating Operating Operating Security and 
Revenue Expenses Income Benefits Depreciation 
$75,937,270 $72,820,688 $3,116,582 $1,680,471 $3,912,801 
75,343,205 68,370,340 6,972,865 1,478,955 3,925,000 
81,009,064 74,059,547 6,949,517 1,582,583 
83,580,652 73,791,462 9,789,190 1,608,815 
91,600,636 80,806,986 10,793,650 533,100 1,740,602 5,200,000 
93,347,021 86,556,652 6,790,369 1,815,000 1,814,627 5,020,0002 


Forecast— 
Ist Quarter 
1938 20,450,000 20,871,000 (421,000) 1,767,000 
(Estimated for the full year) 2,375,000 
7,147,462 609,110 
Feb, 6,765,177 488,467 
Mar. 7,405,136 1,029,883 
Apr. ; 7,262,232 499,208 
May : 7,493,914 498,877 
June 7,546,120 585,277 
July “ 7,396,748 360,454 
‘Aug. 854, 7,247,070 607,584 
Sept. 7,146,653 664,234 
Oct. 7,092,393 429,903 
Nov. 938, 6,587,070 351,122 
Dec. “ 7,466,677 666,250 
Jan, 193 6,927,962 (328,514) 2 


Cable System 
7,076,442 4,097,801 2,978,641 
3,797,641 3,157,760 
4,138,030 2,083,133 
4,034,736 2,253,185 
6,819,584 4,152,544 2,667,040 
7,135,863 4,844,213 2,291,650 


Comparisons of Operating Expense of Months Having Nearly Same Operating Revenue 
—Land Lines 
Attributed to: 
Increase in Social Wage 
Operating Operating Operating Security Restoration, 
Month Revenue Expenses Expense Taxes etc. 
Sept. $7,784,782 $6,831,366 
Jan. 193 7,756,572 7,147,4623 $316,000 $141,000 $125,000 
Aug. 1936 7,727,006 6,851,135 
Apr. 193 7,761,440 7,262,232 411,097 119,000 225,000 
July 19: 7,990,571 6,932,265 
May 7,992,791 7,493,914 561,649 126,000 407,000 
Mar. 7,521,561 6,541,525 
Oct. 7,922,296 7,092,393 550,868 120,000 431,000 


1This amount is calculated for 12 months on basis of $4,183,333 for 10 months. 

2 Operating expense in January, 1938, includes an amount of $589,000 for depreciation ex- 
pense which is $114,000 greater than the charge for depreciation in January, 1937. 

8QOperating expense in January, 1938, includes an amount of $589,000 for depreciation ex- 
pense which is $114,000 greater than the charge for depreciation in January, 1937. 


The forecast of operating results than that effective in 1937. Both 
for the first quarter of 1938 for the wage costs and social security taxes 
Land Lines System indicates an oper- were stressed by the company as rea- 
ating loss of $421,000. However, sons for this petitioner’s inability to 
operating expenses as estimated in- control its operating expenses and to 
clude depreciation on a higher basis keep them proportionate to its operat- 


251 24 P.U.R.(N.S.) 





FEDERAL COMMUNICATIONS COMMISSION 


ing revenues. Sixty-five per cent of 
Western Union’s gross revenues is 
paid to its employees in wages and 
benefits. 

Beginning in 1931, the company, in 
curtailing its expenses, put into effect 
certain wage reductions. On July 1, 
1933, a partial restoration of wages 
was made effective by the termination 
of one of the 10 per cent wage reduc- 
tions. The president of the company 
testified that as living costs rose and 
the company’s earnings permitted such 
action, wages were further restored 
from time to time, and that at the time 
of the hearing employees were being 
paid at the basic rates prevailing in 
1929, except that the former salaries 
of employees attached to supervisory 
offices as well as the premium paid for 
Sunday work had not been fully re- 
stored. In 1932 the Land Line pay- 
roll amounted to $52,364,000 and in 
1937 to $62,882,000 an increase of 
over $10,500,000. The Land Line 
operating revenues for 1932 amounted 
to $75,937,270 and for the year 1937, 
$93,347,021. 

The estimated Land Line payroll 
for 1938, upon which the estimate of 
social security taxes for that year was 
based, was $61,071,000. The expen- 
ditures for pensions and benefits un- 
der the company’s voluntary private 
plan, which it has maintained for 
twenty-five years, amounted to $1,- 
814,627 in 1937. Normally expendi- 
tures under this plan would increase 
progressively from year to year. 


The president of the company tes- 
tified that taxes under the Social Se- 
curity Act are an additional expense 
over and above the cost of the com- 
pany’s pension and benefit plan. How- 
ever, the comptroller testified that, 
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under the company’s pension and hen. 
efit plan as now drawn, payments are 
limited to 4 per cent of the payroll in 
any one year including payments made 
under the Social Security Act, indicat. 
ing an upper limit on such payments 
for the year 1938 of approximately 
$2,440,000. This witness testified 
further that, while an amount com. 
puted on the basis of 4 per cent of the 
payroll for any one year was the limit 
of the company’s expressed intention 
to pay benefits, a company with 50,000 
or more employees sometimes has dif- 
ficulty in keeping an upper limit, and 
that that problem had not yet been 
solved. 

The testimony concerning the effect 
of social security taxes leaves consid- 
erable doubt as to whether these taxes 
will replace in whole or in part the pen- 
sion and benefit payments that are now 
being made, and any attempt to esti- 
mate the amount of increased operat- 
ing expenses occasioned by social secu- 
rity legislation would be speculative. 

The fixed charges of this petitioner 
are represented to be the amounts of 
rent paid for lease of plant and other 
miscellaneous rent, interest on its long- 
term debt, and other interest charges. 

The amount of these charges have 
steadily declined since 1932, as shown 
by the following table: 

$8,494,079 1935 


8,460,561 1936 
8,316,544 1937 


$8,305,035 
7,877,953 
7,350,077 

Fixed charges for the year 1938 
will be reduced further by $178,000, 
due to the refinancing of the com- 
pany’s collateral trust 5 per cent bonds 
in the face amount of $8,745,000 on 
January 1, 1938. 

In addition to its operating income, 
nonoperating income in the following 
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amounts has been available for pay- 
ment of fixed charges: 
$1,568,251 1935 


2,684,818 1936 
1,526,978 1937 


$1,520,738 
1,616,383 
1,593,827 

A review of the earning record of 
this company for the 18-year period 
1920 to 1937 shows that it earned its 
fixed charges in each of those years 
with the exception of the year 1932, 
when it reported a deficit of $830,605, 
and that despite dividend disburse- 
ments of $95,892,808 during that 18- 
year period, corporate surplus in- 


creased about $42,685,000. During 


Amount 
$346,000 
1,700,000 
.. 1,700,000 
.- 5,100,000 
Bonds, leased Co. Deveson 


Type of Security 
Mortgage 
Bank loan unsecured note .. 


Jan. 
Jan. 
Jan. 
Jan. 
May 
Jan. 
May 
Dec. 
Mar. 


“ “ “ “ 


1,857,000 
160,000 
Bonds, Western Union .:.. 20,000,000 
2 gs tees SRU0U,000 
...- 35,000,000 


1 Negotiations were pending for renewal. 


“ “ “ 


this period the book cost of plant in- 
creased about $165,300,000, accom- 
panied by an increase in long-term 
debt of $59,097,000, and an increase 
in capital stock (including premiums) 
of $5,904,000. 

On August 1, 1936, the company’s 
64 per cent bonds, amounting to $15,- 
000,000, on which interest in the 
amount of $975,000 was paid annual- 
ly, were liquidated for the most part 
out of the company’s available funds, 
and partly through funds borrowed 
from banks at prevailing rates of in- 
terest, which bank loans were subse- 
quently paid off. 

The president testified that the com- 
pany’s 5 per cent collateral trust bonds, 
amounting to $8,745,000, due Janu- 
ary 1, 1938, were being paid off, as 
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‘cent. 


Issued 


presented, with $8,500,000 that was 
borrowed from the banks at favor- 
able rates of interest and with $245,- 
000 from current funds, thus reducing 
the interest charges for 1938 by an 
additional $178,000. The sum of 
$8,500,000, borrowed from the banks, 
was contracted for on June 1, 1937, 
and was divided into three loans, two 
for $1,700,000 and one for $5,100,- 
000. The average rate of interest for 
the loans for the year 1938 is 3.05 per 
Outstanding long-term debt of 
Western Union, either issued or as- 
sumed, will maiure as follows: 


Maturity Interest Rate Annual 
Apr. 1,19381 54% $19,030 
Jan. 1, 1938 2 % 34,000 
Jan. 1, 1940 22% 46,750 
Jan. 1, 1941 33% 178,500 
May 1, 1941. 5% 92,850 
Jan. 1, 1944 43% 7,200 
May 1, 1950 43% 900,000 
Dec. 1, 1951 5 % 1,250,000 
Mar. 1, 1960 5 % 1,750,000 


1, 1933 


1, 1938 
1, 1938 
1, 1938 


1, 1911 
1, 1934 


1, 1930 


The president of Western Union 
testified that he considered the cash 
requirement of Western Union to be 
about $6,000,000 but that there will 
be times when that amount will not, 
in all probability, be sufficient for 
heavy interest payment periods. On 
November 30, 1937, Western Union 
had cash on hand in the amount of 
$6,845,707. Bank loans in the amount 
of $1,000,000 were liquidated in 
December, 1937, and a semi-annual in- 
terest payment of $625,000 on the 
company’s 25-year 5 per cent gold 
bonds was payable on December 1, 
1937. At December 31, 1937, the bal- 
ance of cash on hand was $5,608,709. 


The company had total working as- 
sets and accrued income, as at Novem- 
ber 30, 1937, in the amount of $24,- 
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006,638, and total working liabilities 
and accrued liabilities of $12,147,041, 
as at that date, a ratio of about 1.98 to 
1. The corresponding ratio at the be- 
ginning of 1937 was 2.1 to 1, and at 
December 31, 1937, it was 1.92 to 1. 

The evidence shows that Western 
Union has a reasonably sound finan- 
cial structure, a reasonable ratio of 
current assets to current liabilities, 
and a remarkable earning record over 
a long period of years. While the 
trend of revenues, as compared with 
the previous year, started to decline 
after the first quarter of 1937, it has 
not been shown that this downward 
trend may be expected to continue or 
that its business is on a permanently 
lower basis. 

It was admitted that on a revival 
of business generally the company’s 
revenues and its position would be 
improved and, in fact, the emergency 
upon which the petition is alleged to 
rest would disappear. The company’s 
credit does not appear to be in any 
imminent danger of serious impair- 
ment. Its president testified that the 
financial structure of the company is 
stable, and it appears from the record 
that this is true. 

The history of the company, its cap- 
ital structure, and its dividend and 
earning record preclude a finding that 
Western Union, because of increased 
operating expenses and a downward 
trend in revenues for a period of a 
few months, is faced with a financial 
emergency of such gravity as to justi- 
fy the granting of the proposed in- 
crease in the absence of specific proof 
that the resulting rates will, for a rea- 
sonable period in the future, be just 
and reasonable to the public and pro- 
duce no more than a fair return upon 
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the fair value of the property devoted 
to public use. The question of wheth. 
er this record contains such proof jg 
hereinafter discussed. 


Postal Telegraph-Cable Company and 
the Mackay Radio System 


We have previously stated that the 
disposition of the question of the prop. 
er level of postal rates depends main- 
ly upon the disposition of the petition 
of Western Union. A brief statement 
with respect to the Postal System will 
demonstrate the soundness of such a 
conclusion. 

Like Western Union, Postal alleges 
it is faced with an emergency due to 
declining revenues since the early part 
of 1937, increased expenditures for 
wage restorations, increased cost of 
material, increased social security and 
other taxes, and the inability of the 
carrier to offset the decline in oper- 
ating revenues with a corresponding 
reduction in operating expenses. 

A clear understanding of the finan- 
cial and other problems of this peti- 
tioner is made difficult by reason of 
the complicated corporate structure of 
the System of which it forms a part. 
The Postal Land Lines System is com- 
posed of thirty-five operating com- 
panies referred to collectively as Pos- 
tal Telegraph-Cable Company. The 
accounts and records of these com- 
panies are kept in a consolidated set 
of books by the Postal Telegraph-Ca- 
ble Company (New York) which is 
one of the operating companies. It is 
these accounts and records that form 
the basis of the financial and other 
data with respect to this petitioner. 

The thirty-five operating companies 
are subsidiaries of The Mackay Com- 
panies, a Massachusetts Trust which, 


254 





RE POSTAL TELEGRAPH-CABLE CO. 


in turn, is a subsidiary of the Postal 
Telegraph and Cable Corporation, in- 
tervener in these proceedings. This 
corporation is in process of reorgan- 
ization under the provisions of § 77B 
of the Bankruptcy Act. The Mackay 
Radio and Telegraph Company of 
Delaware and The Mackay Radio and 
Telegraph Company of California, al- 
so petitioners in this proceeding, are 
likewise subsidiaries of The Mackay 
Companies. 

The record shows that during the 
first three months of 1937 Postal Tel- 
egraph-Cable Company’s operating 
revenues increased $463,441 over the 
corresponding period of 1936, where- 
as for the ten months ended October 
31, 1937, the increase in operating rev- 
enues over the corresponding period of 
1936 was only $125,133. By the end 
of 1937 the operating revenues for 
the full year showed a decrease of 
$287,677 under those of 1936. 

While the revenues for the ten 
| months ended October 31, 1937, were 
only $125,133 in excess of those for 
the corresponding period of 1936, the 
operating expenses for the ten months 
of 1937 were $1,567,378 in excess of 
those for the corresponding period of 
1936. The expenses for the full year 
of 1937 were $1,747,854 greater than 
those for the year 1936, and, as pre- 
viously stated, the revenues for 1937 
were $287,677 less than those for 
1936. 

The comptroller testified that the 
company needs approximately $3,- 
500,000 for a current cash working 
balance. On October 31, 1937, the 
Postal Telegraph-Cable Company had 
cash on hand in the amount of $2,- 
601,700. Total working assets and 
accrued income were reported as 
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$6,510,684 and total working liabili- 
ties and accrued liabilities as $22,- 
327,438, a ratio of about 1 to 3.4. In- 
cluded in the amount of $22,327,438 
is an amount of $20,526,301, repre- 
senting accounts payable to system 
corporations, which accounts, the wit- 
ness testified, are not due and are not, 
in his opinion, a current liability. If 
that amount were eliminated, the ratio 
of working assets and accrued income 
to working and accrued liabilities 
would be about 3.6 to 1. 

The long-term debt of the Postal 
Telegraph-Cable Company on Octo- 
ber 31, 1937, was $54,642,390, which 
includes a $20,000,000 loan from the 
Commercial Cable Company, a system 
corporation, on which interest at the 
rate of 4 per cent per annum is 
charged and $32,445,390, due the 
parent company, the Mackay com- 
panies, on which interest at the rate 
of 6 per cent per annum, compounded 
monthly, is charged and a balance due 
the Commercial Cable Company of 
$2,197,000 represented by noninterest- 
bearing bills payable. It thus appears 
that practically all of the indebtedness 
of the company is represented by ad- 
vances and accounts payable to sys- 
tem corporations. The consideration 
for the assumption of the indebted- 
ness of the Postal Telegraph-Cable 
Company is indefinite. The comptrol- 
ler testified that the $20,000,000 due 
the Commercial Cable Company was 
for a transaction handled in 1897 and 
that, merely from his recollection, it 
was in consideration of property ac- 
quired by Postal Telegraph-Cable 
Company. The amount due the 
Mackay Companies is stated to repre- 
sent cash advances, accrued interest, 
and other intercompany transactions 
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but there is nothing to indicate that 
Postal Telegraph-Cable Company was 
adequately compensated for its as- 
sumption of such indebtedness. The 
indebtedness of the Postal Telegraph- 
Cable Company to system corporations 
alone exceeded, on October 31, 1937, 
the net book cost of its plant and equip- 
ment by approximately $9,000,000. 

The fixed charges of this petitioner 
represent almost entirely unpaid in- 
terest due system corporations. Much 
of the interest has accumulated on a 
basis which involves monthly com- 
pounding of interest on indebtedness 
due at the rate of 6 per cent. There 
is no method of determining what pro- 
portion of the $32,445,390, due the 
Mackay Companies, represents such 
compound interest but it may safely be 
stated that a considerable portion 
thereof is represented by such com- 
pound interest. 

For the years 1932 and 1933, the 
Postal Telegraph-Cable Company re- 
ported an operating loss in the amount 
of $1,056,778. For the years 1934, 
1935, and 1936, an operating income 
in the amount of $2,526,693 was re- 
ported, and in 1937 an operating loss 
of $588,218 was reported, making a 
total operating income of $881,697 for 
the 6-year period. The average an- 
nual operating income was, therefore, 
$146,950 on plant and equipment that 
had a net book cost of over $60,- 
000,000. 

In each of the years 1932 to 1937, 
this company reported deficits, in 
amounts ranging from a low of $1,- 
372,766 in 1936 to a high of $3,509,- 
945 in 1937, and a total deficit during 
the 6-year period of $15,296,943. 

For the 12-year period 1920 to 
1931, this company reported a net in- 
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come of $27,000. The 1920 deficit 
was $523,000. For the 9-year period 
1921 to 1929 a net income of $6,422. 
000, was reported, and the deficit for 
the years 1930 and 1931 was $5,872, 
000, so that for the eighteen years, 
1920 to 1937, the company’s opera- 
tions resulted in a deficit of about $15. 
270,000. 

The effect of interest accruals on 
advances from system and associated 
corporations on these recurring and 
increasing deficits is illustrated by a 
comparison of the results of opera- 
tions for the years 1928 and 1936, 

In 1928 the company reported an 
operating income in the amount of 
$1,477,000 and in 1936 an operating 
income of $1,447,000, a difference of 
only $30,000. In 1928, after provi- 
sion for fixed charges, the company 
reported a net income of $617,000, 
whereas in 1936 it reported a deficit 
of $1,373,000, a difference of $1,990,- 
000. Approximately $1,838,000 of 
this amount is accounted for by an 
increase in interest payable, almost 
entirely to system corporations. 

The comptroller testified that even 
if the proposed increase in rates were 
granted the company would not be 
able to meet its fixed charges in 1938 
if the volume and composition of 
traffic are the same as they were in 
1937. In answer to a question as to 
whether a reasonably safe operating 
ratio would be attained if the 15 per 
cent increase in rates and charges 
were granted, this witness stated that 
he would not say that such action 
would put the company on a safe ba- 
sis of ratio but that the operating ra- 
tio that would be attained, assuming 
no further drop in the volume of busi- 
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ness, would permit the company to 
“carry on.” 

It is deemed unnecessary to discuss 
the financial condition and earnings of 
the so-called Mackay Radio System 
consisting of The Mackay Radio and 
Telegraph Company of Delaware and 
the Mackay Radio and Telegraph 
Company of California, since it is not 
reasonable to assume that rates for 
this company should be considered 
separately from the Postal System 
generally in view of their limited ca- 
pacity to render service and their close 
association with the Postal System. 
An increase in the rates of the Mackay 
Radio System without a correspond- 
ing increase for R. C. A. Communi- 
cations, Inc., would be destructive of 
the earning capacity now enjoyed by 
the Mackay Radio System. 


The evidence in the record indicates 
that the financial condition of the Pos- 
tal Land Lines System and the Mackay 
Radio System is grave. It is not 
shown, however, that the rate struc- 
ture is primarily responsible for this 
financial condition or that it would be 
remedied by an increase in rates even 
assuming that there would be no dimi- 
nution in traffic handled. 


Proposed Increases and Exceptions 


The carriers seek to increase only 
their domestic rates, and they do not 
seek to apply the increase uniformly 


to all classes of traffic. The petitions 
expressly except rates for press mes- 
sages, stock, and commercial news, 
commonly referred to as CND serv- 
ice, and rates for special types of 
greeting and other messages that carry 
arate of 25 cents for fixed text and 
35 cents for sender’s own composition. 
At the hearing the carriers indicated 
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it was their desire to except also tele- 
meter, facsimile, and special contract 
(leased-wire) services and, if the au- 
thority requested were granted, to de- 
viate in the application of the 15 per 
cent increase to meet competitive sit- 
uations and to avoid the creation of 
rates higher than the traffic affected 
would bear. 

In excepting press service from the 
proposed increase, petitioners took 
the position that, although press serv- 
ice at present rates fails to bear its 
proportionate share of costs and is a 
profitless service, the public interest in 
a rapid and cheap dissemination of 
news justifies continuance of the pres- 
ent rates. Reference was made to the 
allegedly comparable practice of the 
Post Office Department of giving es- 
pecially low rates to periodicals and 
other second-class matter. Petition- 
ers contend that the same public inter- 
est would not apply to government 
rates which, for domestic service, are 
now generally 40 per cent of commer- 
cial rates for similar classes of serv- 
ice, and accordingly, seek to increase 
government rates except for Weather 
Bureau service. It was pointed out 
that approximately 90 per cent of press 
traffic moves at night when the wires 
are not in constant demand for the 
transmission of standard commercial 
messages, and that press service is 
therefore an off-peak, or surplus, 
service. Furthermore, it was con- 
tended that an increase in press rates 
would serve to divert some press traf- 
fic to the telephone or other forms of 
communication. 

It must be borne in mind, however, 
that the gulf between press rates (day 
press rates being 334 per cent of full 
rates and night press being 16% per 
24 P.U.R.(N.S.) 
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cent of full rates) and the rates ap- 
plicable to other commercial traffic of 
a comparable nature is already wide, 
and the argument that increased press 
rates would divert some traffic to the 
telephone and other competing forms 
of communication appears likewise ap- 
plicable to the proposed increase in 
rates for other classes of service. 
Petitioners claim that commercial 
news service (CND) is now rendered 
at profitable rates, and attempt to 
justify the exception of this service 
from the proposed general increase by 
the assertion that the CND rates are 
at present as high as the traffic will 
bear, that an increase will have the ef- 
fect of diminishing traffic, that the 
service is connected with the public in- 
terest in the dissemination of sports 
and market news, and that it acts as 
a stimulant for full-rate telegraph 
business. There is no evidence to 


support the assertion that CND is a 
profitable classification. 

[4] There is no apparent reason to 
assume that public interest is greater 
in the dissemination of market news 
to traders than it is in other classes of 


business traffic. Neither is it con- 
vincingly shown that traffic of this na- 
ture, including sports ticker service, 
would be depressed to a greater extent 
by a rate increase than other classes 
of traffic, or that services of this na- 
ture are sufficiently stimulating to full- 
rate telegraph business to justify ex- 
ceptional treatment. 

The exclusion of the so-called greet- 
ing messages from the proposed rate 
increase is supported on the ground 
that, in the main, they constitute non- 
essential service. These cheap serv- 
ices, petitioners state, were instituted 
to dissipate the idea that the telegram 
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is a “harbinger of bad tidings” ang 
for the purpose of increasing the use 
of telegraph service for social pur. 
poses. The position was taken tha 
the application of a 15 per cent ip. 
crease to the rates on greeting mes- 
sages would greatly diminish the vol. 
ume of such traffic. It was further 
pointed out that this service, for the 
most part, is in competition with such 
cheap services as the postcard or greet- 
ing card handled through the postal 
service at nominal rates. 

The approximate extent to which 
these low-cost greeting services are 
causing the diversion of traffic from 
the full-rate or other higher-priced 
classifications is not shown by the rec- 
ord. These low-cost services, at flat 
rates applying between all points in 
the United States, have been expanded 
until they embrace a variety of mes- 
sages, such, for instance, as messages 
relating to hotel reservations. The 
general purpose, however, as empha- 
sized by petitioners, is the develop- 
ment of new telegraph business of a 
nonessential character. 


In the case of telemeter, facsimile, 
and leased-wire services, no: particu- 
lar justification is offered for except- 
ing these classifications from the pro- 
posed increase other than the assertion 
that they are nontransmission services, 
and that leased-wire service is in di- 
rect competition with _ private-line 
service of the telephone companies. 
There is no explanation of the distine- 
tion between transmission and non- 
transmission services as related to the 
question of excluding or including the 
several services from the proposed 
rate increase. 

The petitioners contended that the 
exception of all of the classifications 
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mentioned above from the proposed 
rate increase is further justified by 
the fact that they constitute minor ex- 
ceptions to the principal classes of 
service and do not affect a large 
amount of revenue. It appears from 
the record, however, that for the year 
1936 the combined revenues of West- 
ern Union and Postal from the pro- 
posed excepted services above dis- 
cussed, not including telemeter and 
facsimile which were not offered un- 
til late in 1936, were $12,685,000 or 
11.6 per cent of the sum of the land- 
line transmission revenues and leased- 
wire revenues of those carriers. 

The reasons advanced by petitioners 
for seeking increases in certain rates 
only are not convincing. While sev- 
eral witnesses for the carriers testified 
that in their opinion the proposed rates 
would produce the desired increase in 
revenues, we are not satisfied that the 
anticipated increase in revenues would 
not be offset by the permanent loss of 
traffic to lower cost services of the pe- 
titioners and to competing carriers. 

Various disparities in the rela- 
tionship of rates for different classi- 
fications were pointed out in the hear- 
ing on Telegraph Division Order No. 
12, Docket No. 2639, and excerpts 
from the testimony in that case deal- 
ing with such disparities were intro- 
duced in this record. The application 
of the increase, herein sought, to rates 
for certain classifications and not to 
others, and in varying amounts to the 
classes which are affected, as contem- 
plated by the petitioners, is not de- 
signed to relieve, but would appear 
to increase, whatever disparities now 
exist. 

Petitioners did not attempt to prove 
the reasonableness of any specific rates 
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which would result from the increases 


_ sought but, to the contrary, asked the 


Commission to disregard any dispari- 
ties in existing rates or classes of serv- 
ice, if any such disparities exist. Con- 
siderable testimony was offered re- 
garding the adjustment of present 
rates and a general revision of the do- 
mestic rate structure of the telegraph 
carriers for the purpose of eliminating 
disparities in classifications as well as 
inequalities resulting from the appli- 
cation of special rates, square rates, 
and state rates. It was the position 
of the petitioners that such a general 
revision of the rate structure should 
await the results of a traffic study now 
being conducted by Western Union. 
The extent to which a general revision 
of the domestic rate structure would 
produce the additional revenue alleged 
to be needed by the carriers was not 
developed. In any event a flat per- 
centage increase in rates for only cer- 
tain classes of service would accentu- 
ate the need for constructive revision 
of the entire rate structure and might 
prove detrimental from the net revenue 
standpoint. 


Insufficiency of Evidence to Support 
Reasonableness of Proposed Rates 


[5-10] As hereinabove pointed out 
the petitioners do not assert their con- 
stitutional right to a fair return on the 
fair value of their property investment 
but contend that their income after the 
proposed increases will yield only an 
inadequate return on the most con- 
servative estimate of value possible. 
As some evidence was introduced in 
support of this allegation, we deem it 
proper briefly to discuss that question. 

The record is so devoid of evidence 
as to the value of the property of 
24 P.U.R.(N.S.) 
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R. C. A. Communications, Inc., Postal 
Telegraph-Cable Company, and the 
Mackay Radio and Telegraph Com- 
panies, used and useful in interstate 
telegraph service, that the question as 
relating to these companies merits lit- 
tle discussion. R. C. A. Communi- 
cations, Inc., offered no proof as to 
the adequacy or inadequacy of its 
earnings from interstate radio-tele- 
graph service and confessed inability 
to segregate the revenues, expenses, 
and capital costs between its domestic 
and foreign business. The evidence 
as to the Mackay Radio and Tele- 
graph Companies shows that all ex- 
pense figures and capital cost figures 
are but arbitrary apportionments of 
expenses and capital costs common to 
the domestic and foreign business. 
Moreover, the validity of the book en- 
tries to the fixed capital account, par- 
ticularly of the opening entries, was 
not established. As to Postal Tele- 
graph-Cable Company the _ record 
shows that this petitioner’s property 
investment account does not reflect the 
original cost of the properties present- 
ly owned, but includes substantial 
amounts involved in a series of inter- 
corporate transfers extending from 
1896 up until a recent date. No other 
evidence of the value of this com- 
pany’s plant was introduced. 

To appraise the evidence concern- 
ing the value of Western Union’s 
plant it is necessary to consider its 
various operations. This company’s 
telegraph activities may be broadly di- 
vided into the following classes: 
Transoceanic common carrier cable 
service, interstate common carrier tel- 
egraph service, intrastate common car- 
rier telegraph service, and special rail- 
road contract service. Of these classes 
24 P.U.R.(N.S.) 


of service the only one before us a; 
the subject of the proposed rate in. 
crease is the company’s interstate com. 
mon carrier telegraph service. | 
therefore becomes necessary in the 
consideration of the reasonableness of 
rates for this class of service to find 
the fair value of the property being 
used and useful in interstate common 
carrier telegraph service. Such a 
finding is impossible from the record 
developed. No evidence whatever was 
adduced segregating the Western 
Union’s property between that em- 
ployed in intrastate traffic and that 
employed in interstate traffic. An at- 
tempted separation as between the 
transoceanic cable property and the 
land lines property is reflected in the 
ledgers and reports. But even this is 
incomplete as no division of certain 
jointly used property is effected as be- 
tween the two services. Neither was 
the extent of use of land-line facili- 
ties for originating and terminating 
cable traffic distinguished from other 
land-line uses. 


As to the company’s special railroad 
contract service the testimony dis- 
closes that its books and records do not 
report all facts as to the company’s 
operations under numerous special 
contracts with railroads. It was de- 
veloped that under these railroad con- 
tracts the telegraph company furnishes 
to railroads telegraph facilities and 
setvices for which little revenue, if 
any, is recorded in the books; while 
at least a part of the expense of per- 
forming such services is charged to 
expenses. The failure to supply the 
basis for an equitable segregation ol 
the revenues allocable to the operating 
expenses incurred on account of the 
property devoted to interstate common 
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carrier service makes it futile for the 
Commission to speculate as to the rea- 
sonableness of the rates and charges 
requested to be approved in this pro- 
ceeding. Northern P. R. Co. v. De- 
partment of Public Works, 268 U. S. 
39, 69 L. ed. 837, P.U.R.1925D, 93, 
45S. Ct. 412; Smith v. Illinois Bell 
Teleph. Co. (1930) 282 U. S. 133, 
75 L. ed. 255, P.U.R.1931A, 1, 51 
S. Ct. 65. 

In an effort to establish the fair 
value of its land-line property, the 
Western Union submitted a book cost 
figure as of October 31, 1937, of 
$303,919,008. This book cost account 
was opened as of June 30, 1910, on 
the basis of figures in a report of Price 
Waterhouse and Company purporting 
to fix a value of $135,000,000 for the 
land-line plant. The evidence shows 
that this Price Waterhouse figure rep- 
resented the opinion of Westinghouse, 
Church, Kerr and Company as to the 
amount that would be required to re- 
place the property new as at June 30, 
1910, based upon such records as were 
available and upon their experience as 
engineers, but that no field inventory 
was taken and only a limited inspec- 
tion of the plant was made. 

The Price Waterhouse figure of 
$135,000,000 was a purported finding 
of value as of June 30, 1910, but no 
deduction from estimated cost new of 
any property was made on account of 
accrued depreciation, although the re- 
port admits the existence of accrued 
depreciation. A depreciation reserve 
has since been created and the credits 
to this reserve have been in round 
sums fixed by the board of directors 
in varying amounts since 1912. The 
balance in the reserve, under these cir- 
cumstances, obviously cannot be an 
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accurate measure of the accrued de- 
preciation existing today. Moreover, 
the company has not accounted for 
right of way retired or added for some 
years pending the eventual adjust- 
ment of their accounts when and if 
they get more detailed and reliable in- 
formation as to the composition of 
their plant. Thus the book cost, 
abo: e-referred to, includes the cost of 
certain properties that have been re- 
tired and excludes certain other items 
of property now in use. By reason of 
these discrepancies the balance in the 
fixed capital account is of no proba- 
tive value. 

The Western Union introduced 
certain engineering reports and land 
reports of the staff of the Bureau of 
Valuation, Interstate Commerce Com- 
mission, estimating the cost of repro- 
duction of the land-line property of the 
Western Union Telegraph Company 
as of December 31, 1931. The cost 
of reproduction new of plant and 
equipment (exclusive of land and 
right of way) was estimated to be 
$352,533,003 and the reproduction 
cost new less depreciation was esti- 
mated to be $256,057,351. The value 
of the land used on December 31, 
1931, was estimated to be $4,936,728 
and of rights of way to be $113,960. 

These reports do not represent find- 
ings of either the Bureau of Valuation 
or the Interstate Commerce Commis- 
sion and are merely a preliminary com- 
pilation of information, most of which 
was supplied by the Western Union. 
The cost of reproduction new plus 
present value of lands and right of 
way on June 30, 1937, was estimated 
by the company to be $360,814,204, 
based on the 1931 estimates plus net 
additions since that date. No attempt 
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has been made to determine the pres- 
ent condition of the plant or the con- 
dition on June 30, 1937. The com- 
pany adopted the condition used in the 
1931 report; which was 73 per cent, 
and reached an estimated cost of re- 
production new less depreciation as 
of June 30, 1937, of $263,759,747. 
This estimate is of no probative value 
since it takes no account of depreci- 
ation since 1931. Moreover, the rec- 
ord indicates that the depreciation es- 
timate in the 1931 report is based up- 
on the condition of the property as 
observed with consideration of pro- 
spective retirement due to obsolescence 
as anticipated in 1931. Since 1931 
the company has been developing two 
new methods of accomplishing certain 
functions necessary in the rendition of 
domestic telegraph service. These 


have been referred to as “‘carrier cur- 
rent systems” and “variplex systems.” 


Sufficient information is available in 
the record to indicate that the extend- 
ed use of these devices has and will 
render obsolete some of the existing 
plant. 


It should also be noted that these 
new methods of operation substantial- 
ly reduce the operating cost of ren- 
dering telegraph service but they also 
involve some increase in investment. 
It is impossible to estimate the net 
economies which could be effected by 
an extension of these operating prop- 
erties, but there is sufficient in the rec- 
ord to indicate that the possibilities in 
this field have not been exhausted. 

If the estimates of cost and value 
submitted by the Western Union are 
to be given serious consideration, sub- 
stantial adjustment should be made to 
relate the plant in existence to the 
business available, since the public may 
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not be required to pay rates necessary 
to earn a return on a plant far in ex. 
cess of the needs of the service. The 
record shows that the Western Union 
plant is loaded to less than half its 
present capacity during the peak traf- 
fic periods. 

From the foregoing discussion it js 
apparent that the record is deficient 
of factual data essential to a finding 
that the proposed rates would not yield 
more than a fair return. In the ab- 
sence of that data such a finding would 
be mere conjecture. 

Upon consideration of the entire 
record made, we are unable to deter- 
mine that the petitioners should be 
granted the relief prayed for. Accord- 
ingly, an appropriate order will be en- 
tered. [Order omitted. ] 


CRAVEN, Commissioner, dissenting 
(Case, Commissioner, concurring in 
dissent): In my opinion the evidence 
in this case justifies the conclusion that 
in the common carrier field of tele- 
graph communications there exists an 
emergency over and above the ordi- 
nary hazards of business enterprise. 
The evidence also indicates that there 
is an economic trend which can result 
in a monopoly in the communications 
field, unless measures are taken to 
change existing conditions. 

This Commission, having both ju- 
dicial and administrative functions, is 
duty bound to consider the significance 
of this trend, and in the interest of the 
public to act with courageous fore- 
sight in taking such administrative and 
judicial steps as will result in the ulti- 
mate correction of the fundamental 
causes of the unsound conditions 
which, according to the evidence in 
this case, now exist in the telegraph 
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industry. While it may be true that 
the evidence in the instant case is not 
clear as to which corrective method is 
best for the Commission to adopt, it 
is, however, sufficiently clear to indi- 
cate the necessity for effecting a re- 
tardation of a trend which, if unheed- 
ed, is bound ultimately to result in a 
situation directly opposed to that in- 
tended by Congress. This trend can 
be retarded by granting a temporary 
increase in rates as petitioned, thus 
maintaining the competitive status quo 
ona more sound basis pending the for- 
mulation of a permanent solution of 
the problems created by the unsound 
conditions now existing in the tele- 
graph communications systems of the 
country. The Communications Act 
of 1934 undoubtedly embraces the doc- 
trine of competition. 


The primary function of the Com- 
mission is, of course, the interest and 
welfare of the general public. In de- 
ciding to grant an increase of 15 per 
cent in telegraph rates to the public, 
one must have fully weighed the ad- 
vantages and disadvantages of such 
a course of action from the standpoint 
of the welfare of the public. In the 
instant case the evidence indicates that 
the public is confronted with the spec- 
tre of a bankrupt telegraph industry 
with all the disruption, lowering of 
service, and the displacement of labor 
such a chaotic situation implies. On 
the other hand, an increase in rates 
will not be felt directly by the vast 
majority of the public, because the 
largest users of that part of the tele- 
graph business for which rate in- 
creases are petitioned are business con- 
cerns. A relatively slight monetary 
increase upon any individual business 
concern is not sufficient to be a serious 
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factor in the ordinary conduct of its 
business. In other words, the load is 
distributed, and it has generally been 
the concensus of opinion that the 
American people would prefer to pay 
a little more for higher quality serv- 
ice than to pay a little less for poor 
service. 

The evidence in this case shows con- 
clusively that the companies operating 
the land-line telegraph systems of the 
country are not only confronted by 
the vicissitudes underlying the present 
general economic crisis, but are also 
experiencing the results of unregulated 
destructive competition. 

The telegraph common carriers are 
not the same kind of public utilities as 
local gas companies, local electric light 
and power companies, and local trac- 
tion companies. These are recognized 
as essential monopolies, the rate regu- 
lation of which is logically based upon 


a reasonable return on a prudent in- 
vestment without the necessity of con- 
sidering competition. 


The telegraph companies are not 
only public utilities each in stern com- 
petition with one another in the same 
field, but also in most active competi- 
tion with companies which are not 
participants in this hearing, but which 
have a by-product of another media of 
communications to offer at an out-of- 
pocket cost. The telegraph companies 
are also in active competition with the 
excellent air mail service of the United 
States Government. These competi- 
tive factors must be considered in any 
prognostication of the future credit 
structure of the regular telegraph com- 
mon carriers because this competition 
is effective, and so far is unregulated. 

It is therefore necessary to weigh 
such factors when considering the 
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type of action which will result in jus- 
tice to the telegraph carriers and their 
employees, as well as to the public as 
a whole. 

The telegraph companies are com- 
mon carriers subject to the regulatory 
jurisdiction of the Federal Communi- 
cations Commission and, unlike ordi- 
nary business, cannot adjust their 
rates or exercise independent judg- 
ment in the same manner as does other 
business enterprise. The requirement 
for an efficient nation-wide telegraph 
service with adequate facilities at rea- 
sonable charges makes necessary the 
maintenance, on a continuous service 
basis, of offices at remote points as 
well as populous and lucrative centers 
so that there may be instantaneous 
availability of service in all parts of 
the nation for all the people. 


A telegraph system designed mere- 
ly to handle a maximum number of 


words per day is not sufficient to meet 
the requirements of a proper service to 
the public. The system must also be 
capable of handling messages simul- 
taneously. In other words, the system 
must have a capacity to handle simul- 
taneously a large number of messages 
at a high rate of speed in order that 
the public may have rapid and efficient 
service. To comply with such a stand- 
ard, a telegraph carrier is completely 
justified in maintaining a higher oper- 
ating expense than that which would 
be required by the sole criterion of 
total daily volume capacity. It ap- 
pears from the evidence that the tele- 
graph carriers have reduced operating 
expenses to an alarming degree, and 
that further reductions will undoubt- 
edly affect seriously the quality of 
service available to the public, and 
hencé hasten the present trend toward 


24 P.U.R.(N.S.) 


chaotic conditions in the telegraph in. 
dustry, and may result in the ultimate 
establishment of a monopoly in the 
communications field. 

The personnel and organization re. 
quired for efficient telegraph service 
must be based upon extensive train. 
ing and practical experience. The 
employees of a telegraph company are 
skilled men whose training has been 
relatively expensive and difficult. In 
view of the fact that they have concen- 
trated their time in training themselves 
for this art, the employees are entitled 
to security of employment at fair 
wages in the telegraph industry. The 
evidence indicates that there is an 
alarming reduction in the number of 
men employed by the telegraph com- 
panies. Unless this trend toward fur- 
ther reduction of telegraph personnel 
is halted, there will be added greater 
expense to the public through neces- 
sary support of a greater army of un- 
employed. 

The evidence also shows that, as 
compared to the past, other operating 
expenses have been added in the in- 
terest of stability of employment in 
accord with the government’s proper 
corrective measures of conditions 
caused by modern economic trends. 

It is true that in the period from 
1920 to 1930 there was an expansion 
of plant facilities. However, when 
considering the expansion of the na- 
tion’s business between 1920 and 1930, 
and the ever present necessity for suf- 
ficient facilities to handle the demands 
for instantaneous service on the part 
of the public, this expansion, even to- 
day in retrospection, is not unjustified. 

The evidence shows that the tele- 
graph message capacity of the largest 
petitioning carriers is only approxi- 
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mately twice that now being handled 
over these facilities. This is not an 
excessive margin when one consid- 
ers that in an emergency the de- 
mands for instantaneous service on 
the part of the public may increase 
in one day to the full capacity of the 
plant. The telegraph companies must 
be organized not only to handle peak 
loads on a nation-wide scale, but they 
also must have sufficient facilities to 
afford flexibility in offering heavily 
increased traffic service to the public 
at any particular point in the national 
system. 

It is also a fact that there may be 
an unsound rate structure within each 
of the land-line telegraph carriers 
which have petitioned for the instant 
rate increase. The. unsound rate 
structure is not entirely the fault of 
the carriers. Some of it is caused by 
a failure to regulate destructive com- 
petition. Some of it cannot be changed 
suddenly and independently of other 
factors without serious adverse eco- 
nomic effects, not only upon the tele- 
graph industry but also upon the ulti- 
mate service rendered by the existing 
telegraph industry to the public. 


Criticism has been directed at the 
telegraph companies for not effecting 
further reductions in operating ex- 
penses through the adoption of labor- 
saving devices in the form of new and 
available inventions. In _ this day, 
when everyone is confronted with the 
social effect of technological trends, 
it does not appear just, either to the 
public or to the telegraph employees, 
for the government regulatory body 
to insist upon the adoption of new in- 
ventions in advance of a normal evo- 
lutionary social-economic trend, par- 
ticularly when the disadvantages of 


forcing labor displacement may be 
greater than the advantages of lower- 
ing the operating expenses of the tele- 
graph carriers. 

Criticism has been made of the fact 
that the claimed plant investment of 
the carriers may be excessive. This 
might be a just criticism if a proper 
evaluation for rate-making purposes 
had been made as the result of a judi- 
cial hearing on proper issues. Such 
a determination has not been made by 
the government. The instant pro- 
ceedings were not a rate case in the 
exact legal sense. They were both a 
limited inquiry into the question of 
financial emergency as well as a search 
for corrective measures. Furthermore, 
regardless of what evaluation is placed 
upon the existing plant, the evidence 
shows that reserve for depreciation 
has not been properly kept in the past, 
thus again adding to the chaos of the 
situation in regard to a logical rate 
structure. The evidence indicates, 
however, that regardless of what eval- 
uation is placed upon the existing 
plant for rate-making purposes, the 
current operating income as compared 
to operating expenses presents an 
alarming picture when one considers 
the downward trend of operating in- 
come, coupled with the necessity of 
maintaining existing operating ex- 
penses if efficient service is to be ren- 
dered the public in the face of unreg- 
ulated destructive competition. 

The men trained in the land-line 
telegraph industry testified under oath 
that the industry is confronted with 
an economic crisis. The radio-tele- 
graph companies are not in the same 
situation, since their facilities are very 
small and their capacity is only a small 
percentage of the total telegraph busi- 
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ness of the country. The sworn testi- 
mony of responsible American citi- 
zens experienced in the industry can- 
not be entirely disregarded, and mere 
technical legal considerations in the 
weighing of evidence should not gov- 
ern entirely, particularly when judg- 
ment is exercised by a regulatory body 
relatively inexperienced in the conduct 
of a telegraph business. 

In my opinion the evidence shows 
the financial situation of the Western 
Union Telegraph Company to be un- 
sound. It is common knowledge that 
Western Union bonds are at a low ebb 
on the market. Credit—even in the 
form of short-term loans—appears to 
be alarmingly insecure, and if Western 
Union is to meet the hazards of ordi- 
nary business it must have current 
cash. The future of the available 


cash in the treasury of Western Union 
does not appear promising in the face 


of sustained operating expenses and 
downward trends in operating income, 
particularly when a reduction of oper- 
ating expenses may result in a lower- 
ing of quality of service, and the con- 
sequent dependence by the public upon 
other competing media of communi- 
cations. 

The evidence indicates that the 
Postal Telegraph-Cable Corporation 
(the parent company to the Postal and 
Mackay petitioners ) is in the hands of 
the receiver, and that it is in a hope- 
less financial situation which cannot 
and probably will not be corrected by 
only increasing the rates by 15 per 
cent as petitioned. The evidence also 
indicates that the R. C. A. Communi- 
cations, Inc., is confronted with no 
critical financial situation, and while 


it is handling only an infinitesimal per- 
centage of the nation’s traffic, is in no 
need of the increase of 15 per cent for 
which it has petitioned. 

However, to grant the petition of 
the Western Union Telegraph Com- 
pany and at the same time deny the pe- 
titions of the other carriers would fail 
to maintain the competitive status quo 
and would result in no rectification of 
the unsound condition of the Western 
Union Telegraph Company. Such a 
course would constitute a mere gesture 
in the attempt to rectify the unsound 
condition of the telegraph industry, 
Therefore, in order that the compe- 
titive status quo may be maintained 
and unsound trends retarded, it is es- 
sential to grant a 15 per cent rate in- 
crease to all of the petitioning carriers 
on a temporary basis not to exceed one 
year, pending the ultimate adoption 
of basic corrective measures. 

The hearing in this instance was 
limited in a manner as to make unfeas- 
ible the introduction of evidence or 
the participation of parties which 
would enable the Commission fully to 
judge the existing related competitive 
and economic factors which might in- 
dicate more clearly the more logical 
and permanent solution of the critical 
situation now inherent in the commu- 
nications industry of this country. 

I therefore feel it necessary to grant 
the rate increase as petitioned tempo- 
rarily, for a period of one year, and 
in the meantime to reopen the hearing 
and to expand the inquiry so as to re- 
ceive and include testimony on mat- 
ters which will enable a more logical 
decision than that rendered in the ma- 
jority opinion in this instance. 
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UNITED STATES CIRCUIT COURT OF APPEALS, EIGHTH CIRCUIT 


Arkansas Louisiana Gas Company 


Vv. 


City of Texarkana, Arkansas, et al. 


[No. 10963.] 
(96 F. (2d) 179.) 


Rates, § 6 — Functions of court. 
1. Courts have power to examine rates prescribed by rate-making bodies 
for the purpose of determining whether the rates are confiscatory, and in 
performing this function the courts do not prescribe rates or enact legisla- 
tion, p. 271. 


Statutes, § 24 — Repeal — Effect on prior statutes. 


2. A void legislative enactment does not operate to repeal a preé€xisting 
valid one, p. 272. 


Rates, § 5.1 — Ordinance fixing — Invalid subsequent ordinance. 


3. A gas rate fixed by city ordinance survives and continues after enact- 
ment of an invalid ordinance fixing a different rate, p. 272. 


Appeal and review, § 15 — Ordinance rates — Ruling on existing rates. 
4. A court has power to rule on the reasonableness of a rate fixed by 
ordinance when, in a suit to enjoin the enforcement of a rate fixed by a 
subsequent ordinance, the plaintiff tenders the issue as to the reasonable- 
ness of each of the ordinance rates, p. 272. 


Rates, § 648 — Weight of evidence. 


5. A court reviewing rates, fixed by city ordinance and alleged to be con- 
fiscatory, is at liberty to accept the views of the city’s witnesses and to 
reject those of the company’s witnesses, especially their inferences or in- 
terpretations to be placed upon entries in the company’s books; and the 
court need not concern itself with the methods or mathematics of account- 
ants, save as they may throw light upon the ultimate question of confisca- 
tion, p. 274. 


Return, § 63 — Confiscation — Burden of proof. 
6. A public utility company in a suit to restrain enforcement of rates fixed 
by municipal ordinance on the ground of confiscation has the burden of 
proof, p. 274. 

Appeal and review, § 15 — Rate ordinances — Functions of court. 
7. A court reviewing rates, fixed by city ordinance and alleged to be con- 
fiscatory, need not determine whether a more equitable rate might be 
allowed by the proper tribunal so long as confiscation is not established, 
p. 274. 

Depreciation, § 29 — Experience — Estimate. 
8. Actual experience is more convincing than tabulations of estimates as 
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to proper charges for depreciation, while elaborate calculations which are 
at war with realities are of no avail, p. 274. 


Evidence, § 31 — Weight — Utility’s books — Estimates by experts. 
9. A public utility company, in rate case, cannot seriously complain that its 
computations set up in its books in the course of business were accepted 
by the court instead of those of ingenious experts, prepared with a view 
of sustaining the company’s claim of confiscation, p. 275. 


Rates, § 207 — Unit for rate making — Municipality. 
10. A municipality may be treated as a unit for determining natural gas 


rates to be charged to its inhabitants if arbitrary formulz are not employed 
in allocating values or costs, p. 275. 


Valuation, § 233.1 — Local and outside properties — Confiscation. 
11. It is not confiscation to value the local property of a natural gas utility 
and then add to it the value of all property which is used and useful for 
supplying service to the city in a case involving the question whether rates 
fixed by the city are confiscatory, p. 275. 


Expenses, § 39 — Commodity cost — Natural gas — Contract for — Offsetting 
sales and purchases. 

12. Gas transported by a public utility company for another company, 
under a contract for purchase of the gas from the other company at one 
point and sale to that company at another point, should not be included in 
the general system commodity costs and transportation costs apportioned 
to the contract; but, on the contrary, the amount involved in the contract 
for purchase should be deducted from the total cost of gas purchased, 
since the “purchase” and “sale” of the gas transported under the contract 
“wash out,” and the liability of the other company is to pay a charge for 
the service of transportation, the performance of this contract not being 
a production of gas by the utility company or in any sense a purchase, p. 
275. 


Return, § 50 — Confiscation — Immaterial error. 
13. An error in determining the cost of gas is not fatal to a rate established 
unless confiscation results ; a small difference does not establish confiscation, 


p. 275. 


Rates, § 120 — Reasonableness — Judgment. 
14. The reasonableness or unreasonableness of a rate is not susceptible 
of determination with mathematical accuracy, nor is it measurable within 
a nice degree of exactitude, but it is a question of fact and judgment 
calling for the exercise of sound discretion, p. 275. 


Expenses, § 138 — Gas leakage. 
15. Disallowance, as an expense, of the cost of natural gas leakage in ex- 


cess of 10 per cent of the gas purchased by a natural gas utility was held 
to be justified, p. 278. 


Expenses, § 68 — Leakage — Negligence. 
16. Consumers of gas should not be required to pay for excessive leakage 
resulting from negligence of the utility company in maintaining the effi- 
ciency of its plant, p. 278. 


Expenses, § 72 — Cost of repairs — Prevention of gas leakage. 
17. A natural gas utility is not entitled to an allowance for the cost of 
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repairs necessary to reduce leakage of natural gas to the amount held rea- 
sonable, nor is it entitled to the annual cost of maintaining the leakage 
at that level, when the company has not yet placed its system in proper 
condition and when the depreciation allowance would probably cover the 
expense of leakage reduction, p. 278. 


Revenues, § 2 — Estimates — Experience — Negligible error. 
18. Disregard by a court of the actual experience of a natural gas company 
under an ordinance rate, in determining the amount of revenue, was held 
to be error, but the difference was so small as to be negligible, p. 279. 
Return, $§ 103 — Natural gas utility — Confiscation. 


19. A return of 6 per cent was held not to be so low as to be confiscatory 
of the property of a natural gas utility in the face of existing financial 
conditions, p. 280. 


Return, § 22 — Reasonableness — Factors considered — Money market — 
Business conditions. 


20. The question of what constitutes a reasonable return on invested capital 
is a relative one which is subject to fluctuation with the change of condi- 
tions affecting the money market and business conditions, p. 280. 


[April 13, 1938. Rehearing denied May 4, 1938.] 


Fes from decree sustaining a schedule of gas rates fixed 
by city ordinance as not confiscatory; decree affirmed. For 


lower court ruling, see 17 F. Supp. 447,17 P.U.R.(N.S.) 241. 
¥ 


APPEARANCES: J. Merrick Moore, 
of Little Rock, Ark., and William 
H. Arnold, Jr., of Texarkana, Ark. 
(Henry C. Walker, Jr., and William 
C. Fitzhugh, both of Shreveport, La., 
on the brief), for appellant ; Benjamin 
E. Carter, of Texarkana, Ark. (Willis 
B. Smith, of Texarkana, Ark., on the 
brief), for appellees. 

Before Gardner, Sanborn, 
Thomas, Circuit Judges. 


and 


GarDNER, Circuit Judge: This is 
an appeal from that part of the decree 
entered below which sustained a cer- 
tain schedule of gas rates as not con- 
fiscatory. The suit was brought in 
equity by appellant as plaintiff, to en- 
join the enforcement of the gas rates 
prescribed by the city council of Tex- 
arkana, Arkansas, and to restrain the 
officers of the city from interfering 
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with the collection of rates promulgat- 


ed by appellant. It will be convenient 
to refer to the parties as they were 
designated below. 

The plaintiff owns and operates gas 
distribution plants at various towns 
and cities in Arkansas, Louisiana, and 
Texas. It owns leases and wells in 
producing gas fields in eastern Texas, 
northern Louisiana, and northern 
Arkansas, from which it secures large 
quantities of natural gas, and it also 
purchases from other producers. This 
gas is transported through pipe lines, 
and delivered to the municipal border 
delivery stations to be distributed and 
sold, or is sold directly from its trans- 
mission pipe lines to large industrial 
consumers. Some gas is sold from 
its transmission pipe lines to serve 
distribution plants owned by other 
corporations. 
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Under the statutes of Arkansas, 
city councils are given power to regu- 
late rates charged consumers of gas 
in the cities of that state. In 1923, 
the city council of Texarkana, Ar- 
kansas, prescribed a rate of 50 cents 
per thousand cubic feet for the first 
100,000 cubic feet or fraction thereof 
sold in any 30-day period to any com- 
mercial or domestic consumer, and 22 
cents per thousand for additional gas. 
A graduated scale of lower rates was 
prescribed for industrial consumers. 
The schedule provided for a 10 per 
cent discount upon monthly bills if 
paid within ten days. This is referred 
to in the record as the 45-cent rate. 

On May 30, 1930, on application 
of plaintiff, the city council passed a 
resolution which made some increases 
in the rates. Referendum petitions 
were filed and an election held at which 
the voters of the city rejected the res- 
olution. On October 23, 1933, plain- 


tiff filed with the city council an ap- 
plication for a change of rates, and 
asked that it be permitted to put into 
effect a sliding scale of rates as fol- 
lows: 


For the first 1,000 cu. ft., $1.75 per thousand 
For the next 2,000 cu. ft, .75 per thousand 
For the next 7,000 cu. ft, .55 per thousand 

Over 10,000 cu. ft., .35 per thousand 


with an additional 10 per cent for fail- 
ure to pay within ten days. Industrial 
consumers were to be served under 
special contract, the rates to be mutual- 
ly agreed upon without discrimination. 

On receipt of this application, the 
city council, in accordance with the 
requirements of the Arkansas statute, 
fixed a time for hearing and gave no- 
tice that it would also consider wheth- 
er or not a reduction in rates should 
be ordered. Hearings were accord- 
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ingly held, and on December 22, 1933, 
the city council made detailed findings 
and entered an order or resolution de. 
nying the application and declaring 
the proposed rates unreasonable and 
exorbitant, and ordered and directed 
plaintiff to continue the 1923 rates in 
effect. The hearing was continued for 
the purpose of further investigation 
and consideration of the question of 
reduction of rates. 

On February 13, 1934, after fur. 
ther investigation, the city council or- 
dered plaintiff, after February 23, 
1934, not to charge domestic and com- 
mercial consumers in excess of 45 
cents per thousand cubic feet for 
monthly consumption up to 100,000 
cubic feet, with a discount of 5 cents 
per thousand on bills paid within ten 
days. The order contained provision 
that, “Except as herein modified, the 
order embodied in the Resolution of 
December 22, 1933, shall remain in 
full force and effect.” This is referred 
to in the record as the 40-cent rate, 
while, as above observed, the rate pre- 
scribed in 1923 is referred to as the 
45-cent rate. 

Plaintiff filed its bill of complaint 
in this cause on February 16, 1934, al- 
leging, among other things: “That 
plaintiff is seeking herein to enjoin the 
defendants from enforcing the orders 
of the city council of Texarkana, Ar- 
kansas, issued December 22, 1933, and 
February 13, 1934, and from inter- 
fering with plaintiff in its realization 
of proper charges for gas service fur- 
nished the consumers of Texarkana, 
Arkansas, upon the grounds that the 
said orders” are confiscatory in viola- 
tion of the Fourteenth Amendment to 
the Constitution. It asked for a tem- 
porary injunction which was issued as 
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prayed, and the court appointed a 
special master to hear testimony and 
make a report to the court. The mas- 
ter filed his report, in which he found 
that the 40-cent rate was confiscatory ; 
that the resolution of 1923 would re- 
main in full force and effect unless it 
was also confiscatory, but that it was 
confiscatory. Both parties filed excep- 
tions and the master then filed supple- 
ments to his report. When the case 
fnally reached the court for decision, 
it held that both the 40-cent rate and 
the 45-cent rate were involved; that 
the former was confiscatory, which 
left the latter in effect ; and that it was 
valid. It entered decree permanently 
enjoining the 40-cent rate, but dis- 
solved the temporary injunction so far 
as it restrained the enforcement of the 
rate order of December 22, 1933, 
which was the 45-cent rate. 

Plaintiff seeks reversal on six 
erounds, which may be stated as fol- 
lows: (1) The court erred in holding 
that the invalidity of the 40-cent rate 
left in effect the 45-cent rate of De- 
cember 22, 1933; (2) the court erred 
in underallowing depletion, deprecia- 
tion, and expenses of the production 
property ; (3) the court erred in its ap- 
portionment of production and trans- 
portation costs; (4) the court erred in 
striking from expenses the cost of 
leaked gas in excess of 10 per cent of 
the gas purchased for the local plant 
and in disallowing the increased costs 
and expenses that would be necessary 
to attain and maintain the gas leak at 
only 10 per cent of the gas purchased 
for the local plant; (5) the court 
erred in treating actual revenues as 
estimates, and in calculating revenues 
excessively; (6) the court erred in 
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holding 6 per cent as a fair rate of 
return. 

1. Was the 45-cent rate properly a 
subject for adjudication in this case? 
The contention of plaintiff on this 
question is thus stated in its brief: 
“The district court having declared the 
40-cent rate invalid had no power or 
authority to revive or put into force 
and effect the previous 45-cent rate. 
The limit of the court’s inquiry was 
as to the validity of the existing 40- 
cent rate and such rate having been 
declared invalid by the court, its ju- 
risdiction ended. The court’s func- 
tion is judicial and not legislative in 
character and when the court by its 
decree fixed what it conceived to be a 
proper rate, to wit: the 45-cent rate, 
it thereby exceeded its authority and 
usurped a legislative right and pow- 


” 


er. 


It also urged that the rate prescribed 
by the order of December 22, 1933, 
was temporary and that it expired 
when the order of February 13, 1934, 
became effective. 

[1] It is true that the function of 
courts in the matter of rates is judi- 
cial and not legislative, but when rate- 
making bodies, in the exercise of pow- 
er delegated to them by statutes, pre- 
scribe rates for a public utility, the 
courts have the power to examine 
them for the purpose of determining 
whether the prescribed rates are con- 
fiscatory. In performing this func- 
tion they do not prescribe rates nor 
enact legislation. Central Kentucky 
Nat. Gas Co. v. Kentucky R. Com- 
mission (1933) 290 U. S. 264, 78 
L. ed. 307, 3 P.U.R.(N.S.) 384, 54 
S. Ct. 154; O’Donoghue v. United 
States (1933) 289 U. S. 516, 77 L. 
ed. 1356, 53 S. Ct. 740; Bluefield Wa- 
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ter Works & Improv. Co. v. West 
Virginia Pub. Service Commission, 
262 U. S. 679, 67 L. ed. 1176, P.U.R. 
1923D, 11, 43 S. Ct. 675; Minnesota 
Rate Cases (Simpson v. Shepard 
[1913] ) 230 U.S. 352, 57 -L. ed. 
1511, 33 S. Ct. 729, 48 L.R.A.(N.S.) 
1151, Ann. Cas. 916A, 18; Newton v. 
Consolidated Gas Co. 258 U. S. 165, 
66 L. ed. 538, P.U.R.1922B, 752, 42 
S. Ct. 264. If, therefore, the order or 
resolution prescribing the 45-cent rate 
was not repealed by the adoption and 
entry of the order prescribing the 40- 
cent rate, which the court held to be 
confiscatory, then on proper pleadings 
the court had authority to consider 
the question of the confiscatory char- 
acter of that rate. 


[2-4] The resolution of December 
22, 1933, embodied the 45-cent rate 
as previously adopted and provided for 
continuing the hearing on the question 


of reducing the rate then being 
charged. This same rate had been 
adopted in 1923, and but for the reso- 
lution of December 22, 1933, this 
would have remained in effect until 
changed. It cannot therefore be said 
that so far as fixing the 45-cent rate 
is concerned, the legislation was tem- 
porary. A void legislative enactment 
does not operate to repeal a preéxisting 
valid one. Frost v. Oklahoma Corp. 
Commission, 278 U. S. 515, 73 L. ed. 
483, P.U.R.1929B, 634, 49 S. Ct. 235; 
American Wood Products Co. v. Min- 
neapolis (1929) 35 F. (2d) 657; 
Cogger v. Hazen (1936) 66 App. D. 
C. 196, 85 F. (2d) 695; Conlon v. 
Adamski (1935) 64 App. D. C. 274, 
77 F. (2d) 397; Coffeyville Gas & 
Fuel Co. v. Public Utilities Commis- 
sion, 116 Kan. 165, P.U.R.1924E, 87, 
225 Pac. 1036. It would seem too clear 
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for argument that a law cannot be 
changed nor repealed by a subsequent 
act which is void. In Texarkana y. 
Southern Cities Distributing (Cp, 
(1933) 64 F. (2d) 944, 945, it ap. 
peared that the rates fixed by the city 
council had been nullified by popular 
referendum. In an opinion by Judge 
Stone, this court said: ‘The old rates 
automatically continued and they con- 
stituted the only lawful rates.” Of 
course, the fact that the 45-cent rate 
legislation survived would not of ne- 
cessity authorize the court to deter- 
mine the question of its alleged con- 
fiscatory character. To warrant the 
court in so doing, that issue must have 
been presented by appropriate plead- 
ings. 

In Par. 3 of the bill of complaint it 
is alleged that plaintiff is seeking to 
enjoin enforcement of the orders of 
December 22, 1933, and February 13, 
1934. Paragraph 8 of the bill alleges: 
“That the said rates of April 10, 
1923, were grossly inadequate to re- 
turn to plaintiff operating expenses or 
a reasonable return upon the property 
used and useful in the public service 
for the city of Texarkana, Arkansas.” 

The adoption of the resolution of 
December 22, 1933, and the steps lead- 
ing up to it are alleged in Par. 9, and 
in Par. 10 it is alleged: ‘That the 
rates so established by the said city 
council of the city of Texarkana, 
Arkansas, are unlawful, unreasonable, 
arbitrary, and confiscatory and the 
enforcement of such rates has caused 
and will continue to cause daily con- 
fiscation of plaintiff’s property; that 
the effect of the aforesaid resolutions 
and orders of the city council of Tex- 
arkana, Arkansas, in denying plain- 
tiff the right to earn a reasonable and 
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adequate return upon the fair value 
of its property used and useful in ten- 
dering public utility gas service to the 
city of Texarkana, Arkansas, is to 
deprive plaintiff of its property with- 
out due process of law, deny it the 
equal protection of the laws, impair the 
obligations of its contracts and usurp 
its business management. vg 

In Par. 21 of the bill it is, among 
other things, alleged that plaintiff Ate 
no adequate remedy at law, and that 
it will suffer irreparable injury if the 
defendants ‘‘are not enjoined from en- 
forcing the orders of the city council 
of Texarkana, Arkansas, dated De- 
cember 22, 1933, and February 13, 
1934, and from enforcing the 1923 
rates reaffirmed with some modifica- 
tions on December 22, 1933, and fur- 
ther modifications on February 13, 
IGA. Sig age 

The prayer for relief asks for a 
temporary and permanent injunction 
against the enforcement of the orders 
of the city council dated December 22, 
1933, and February 13, 1934, and 
from enforcing the rates set out in the 
orders, or any rates less than those ap- 
plied for. 


Plaintiff having tendered the issue 
as to the reasonableness both of the 
40-cent rate and the 45-cent rate, it 
was not error for the court to respond 
to the issue so tendered by plaintiff. If 
it could be said that the court erred 
in assuming to act, the plaintiff could 
not be heard to urge such error be- 
cause it invited the very action which 
the court took. Gravelle Construction 
Co. v. Board of Comrs. (1936) 82 F. 
(2d) 391; Pitcairn v. Fisher (1935) 
78 F. (2d) 649. We conclude that 
the actions of the city council pre- 
scribing the 45-cent rate were not re- 
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pealed by its subsequent void actions 
fixing a 40-cent rate, and that the de- 
cree of the court was within the is- 
sues presented by the pleadings. 


2. It is next contended that the 
court erred in underallowing deple- 
tion, depreciation, and expenses of the 
production property. In presenting 
the contention that the rates assailed 
were confiscatory, the parties sought 
to make proof of the cost of the serv- 
ice to the ultimate consumer. This 
was sought to be established, first, by 
proof of the cost at the town border, 
and, second, by proof of the cost of 
distributing that gas to consumers in 
the city. As an element of the cost at 
the city gate it was necessary to estab- 
lish the value of plaintiff’s properties 
devoted to the producing and deliver- 
ing of the gas, and the fair return 
thereon, plus expenses of operation, 
the reasonable annual depletion, de- 
preciation, and expenses of produc- 
tion. Similar facts were involved in 
determining the cost of delivery to 
customers within the city. As has 
been observed, plaintiff owns leases 
and wells in gas fields in Texas, Lou- 
isiana, and Arkansas, and in addition 
to gas from its own properties, it pur- 
chases from other producers. The gas 
is transported from producing wells 
through conduit pipe lines for delivery 
to city distributing systems. In addi- 
tion to this, certain large industrial 
concerns are served directly from the 
transmission lines outside of the cities, 
while still others are served from the 
city distributing system within the ci- 
ties. It also sells its product to other 
owners of distributing systems. The 
testimony covered a period of four 
years—1930 to 1933, both inclusive. 
The court held that annual depletion, 
24 P.U.R.(NS.) 
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depreciation, and amortization of the 
cost of developing leases, abandoned 
leases, producing leases, drilling dry 
holes, and geological and scouting ac- 
tivities, were properly chargeable to 
operating expenses and should be 
spread over the life of the gas re- 
serves. Plaintiff challenges the cor- 
rectness of the court’s calculations in 
fixing the cost of the gas at the city 
gate. In determining this cost the 
court allowed for “depletion, depre- 
ciation, and annual charge for amorti- 
zation of the cost of gas reserves” the 
sum of $349,512.58. Plaintiff con- 
tended in the lower court, and renews 
the contention here, that these items 
should have been allowed in the sum 
of $543,701.50. The court’s finding 
is based upon the plaintiff's books, 
which showed an annual average 
amount for the 4-year period, 1930 
to 1933, inclusive, as follows: 


1. Gas production depreciable 
property 

2. Geological expenses 

3. Scouting expenses 

4. Land and leasehold dept. expense 


$302,656.53 
12,691.56 
13,059.85 
21,104.64 


$349,512.58 


In assailing this conclusion, plaintiff 
cites the testimony of numerous wit- 


nesses. To reproduce the testimony 
claimed by the plaintiff to support its 
contention in this regard, and the tes- 
timony claimed by the defendant to 
discredit plaintiff's contention, and the 
arguments of counsel pro and con, 
would seem to serve no useful pur- 
pose and would unduly extend this 
opinion. The evidence relied upon by 
plaintiff was not of such a character 
as to be controlling upon the court, 
and it cannot be said that the court’s 
finding is not sustained by substantial 
evidence. The lower court in its opin- 
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ion said (17 P.U.R.(N.S.) at p, 
260): “While the amount charged 
upon the books of plaintiff might be 
either too large or too small, yet it 
should, and does, represent the honest 
judgment of its experts, based upon 
their experience, of what is necessary 
to recoup this class of expenses. [ft 
is inconceivable that a utility, such as 
plaintiff, would knowingly make such 
a charge too small to amply cover such 
items of expense.” 

[5-8] The claim that the court's 
finding is based upon erroneous data 
is not sustained by the record. The 
court was at liberty to accept the views 
of appellees’ witnesses and to reject 
those of plaintiff's witnesses, especially 
their inferences or interpretations to 
be placed upon entries in plaintiff's 
books. The court need not concern 
itself with the methods or mathemat- 
ics of accountants, save as they may 
throw light upon the ultimate ques- 
tion of confiscation. Upon that issue, 
plaintiff had the burden of proof. The 
court need not determine whether a 
more equitable rate might be allowed 
by the proper tribunal so long as con- 
fiscation is not established. Lindheim- 


‘ er v. Illinois Bell Teleph. Co. (1934) 


292 U. S. 151,78 L. ed, 118%, 3 
P.U.R.(N.S.) 337, 54 S. Ce G38 
Plaintiff had the burden ‘of making 
a convincing showing that the amounts 
it has charged to operating expenses 
for depreciation have not been exces- 
sive,” and actual experience “is more 
convincing than tabulations of esti- 
mates,” while “elaborate calculations 
which are at war with realities are of 
no avail.” Lindheimer v. Illinois Bell 
Teleph. Co. supra. In Dayton Power 
& Light Co. v. Ohio Pub. Utilities 
Commission (1934) 292 U. S. 290, 
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78 L, ed. 1267, 3 P.U.R.(N.S.) 279, 
294, 54 S. Ct. 647, 657, in an opinion 
by Mr. Justice Cardozo, it is said: 
‘Men do not transact business with- 
out protest at confiscatory rates, at all 
event in the absence of extraordinary 
circumstances making submission to 
the loss expedient.” 

[9] Plaintiff is not in position to 
complain that the court accepted the 
entries in its books as reflecting the 
best judgment of its expert account- 
ants. These book entries were com- 
petent evidence of the facts supposed 
to be represented by them. Great 
Northern R. Co. v. Commissioner of 
Internal Revenue (1930) 40 F. (2d) 
372; Northern P. R. Co. v. Helver- 
ing (1936) 83 F. (2d) 508. It is not 
to be presumed that plaintiff did itself 
an injustice in the computation of these 
items and in entering them on its own 
records. There are no hard and fast 


formule which may be adopted with 
assurance of their absolute accuracy 
in these calculations because many ele- 
ments involved are elusive and uncer- 


tain. Apparently the figures were 
those upon which a reasonable rate of 
return was to be calculated by plain- 
tiff, and it cannot seriously complain 
that its computations, set up in its 
books in the usual course of business, 
were accepted instead of those of in- 
genious experts prepared with a view 
of sustaining plaintiff’s claim of con- 
fiscation. 

[10-14] 3. Did the court err in 
its treatment of the Dixie Gulf con- 
tract? In 1928, plaintiff, faced with 
a serious shortage in the supply of 
gas for consumers, entered into a con- 
tract with the Dixie Gulf Gas Com- 
pany. Both parties owned producing 
gas wells and were engaged in the 
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business of selling and distributing 
natural gas. The contract provided 
that plaintiff should sell and deliver to 
Dixie Gulf Company a minimum of 
35,000 thousand cubic feet, or a maxi- 
mum of 52,500 thousand cubic feet, at 
Waskom, Texas, and that plaintiff 
should purchase daily from Dixie Gulf 
Company at the Monroe and Rich- 
land gas fields an amount of gas equal 
to the deliveries at Waskom. The 
sale price was to be 34 cents per thou- 
sand more than the purchase price on 
the first 35,000 thousand cubic feet, 
and 3 cents on the excess, with ? cent 
compression charges added. 
contract enabled plaintiff to build a 
20-inch pipe line from the Monroe 
field to Waskom, a distance of 135 
miles. Sixty per cent of the capacity 
of this line is required to fill the maxi- 
mum daily requirements of the Dixie 
Gulf contract, and the remainder of 
the capacity is available for supplying 
the inadequacy which plaintiff was 
experiencing in its various distribut- 
ing centers. In connection with this 
pipe line there was constructed a com- 
pression station. In terms the con- 
tract provided that plaintiff should re- 
ceive the agreed sum for use of the 
pipe line for transporting the gas from 
the field to Waskom, Texas. The 
pipe line served a dual purpose—that 
of transporting gas under the Dixie 
Gulf contract, and that of furnishing 
gas to other customers of plaintiff. 
The lower court, in apportioning 
cost between the contract and the city, 
held that the gas transported under 
the contract should be included in the 
general-system commodity cost, and 
that transportation cost should be ap- 
portioned to the Dixie contract. The 
commodity demand method classifies 
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costs as follows: (1) The cost of 
producing and purchasing the gas in 
the fields, called “commodity cost” ; 
and (2) the cost of transporting the 
gas to the various delivery points, 
called the “demand cost.’ The com- 
modity cost is allocated on the basis 
of the total general-system gas han- 
dled annually, viz., the total pro- 
duction and purchase cost of gas 
for the general system is divided 
by the general-system gas delivered. 
This gives the cost of gas per thou- 
sand cubic feet, or the commodity 
cost. The commodity cost to any 
general-system customer of any giv- 
en amount of gas is the product of 
the cost unit per thousand cubic feet, 
and the volume of gas delivered. 
The evidence shows that there is in- 
cluded in the commodity cost the cost 
of operating and maintaining the pro- 
duction property, including severance 
taxes, royalties, and other taxes; the 
amortized cost of drilling dry holes; 
the amortized cost of abandoned 
leases; the geological, scouting, and 
land and leasehold expenses; the re- 
turn on the production property; all 
income taxes on the return; the cost 
of gas purchased for the system; and 
an apportionment of the return on 
working capital and on going value. 


The costs of transporting gas from 
the points of purchase and production 
to the point of delivery are called “de- 
mand costs,” for the reason that such 
costs are properly apportioned on the 
basis of the peak annual 24-hour de- 


livery of gas in each year. In this 
proceeding the peak demand of all the 
general-system delivery stations was 
ascertained and transportation costs 
were apportioned in the ratio that the 
demand of each delivery station bore 
24 P.U.R.(N.S.) 


to the total demand of all. The &. 
mand costs include the operation anj 
maintenance and general expense of 
the transmission pipe lines and com. 
pressor stations, depreciation on same 
taxes, the return on the value of the 
transmission system, together with the 
Federal and state income taxes ¢y 
such return, and the return on such 
part of working capital and going 
value as is properly apportioned to 
the value of the transmission prop- 
erty. 

This, in general, was the method 
adopted by the court. Plaintiff insists 
that none of its production property is 
used to fulfill the Dixie Gulf contract, 
and that none of the costs of produc. 
tion should be charged against the 
contract, but that it should be charged 
with only 60 per cent of the expense 
of the cost of transporting the gas 
through the pipe line. 

A municipality may be treated asa 
unit for determining the rates to be 
charged to its inhabitants if arbitrary 
formulz are not employed in allocat- 
ing values or costs. Columbus Gas 
& Fuel Co. v. Ohio Pub. Utilities 
Commission (1934) 292 U. S. 398, 
78 L. ed. 1327, 4 P.U.R.(N.S.) 152, 
54 S. Ct. 763, 91 A.L.R. 1403. Itis 
not confiscation to value the local prop- 
erty and then add to it the value of 
all property which is used and useful 
for supplying service to the city. 
Wabash Valley Electric Co. v. Young, 
287 U. S. 488, 77 L. ed. 447, P.U.R. 
1933A, 433, 53 S. Ct. 234. Circum- 
stances may make it unreasonable to 
consider mileage as one of the ele- 
ments entering into a computation of 
value for localized rates. Columbus 
Gas & Fuel Co. v. Ohio Pub. Utilities 
Commission, supra. It is to be ob- 
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served that the question is one of con- 
fscation, and not whether a more 
equitable distribution of costs or 
value might be made. California R. 
Commission v. Pacific Gas & E. Co. 
(1938) 302 U. S. 388, 82 L. ed. —, 
1. P.U.RARS.) 480, 56S... Cc. 
334. 

Plaintiff insists that in the compu- 
tation of the commodity cost of gas 
produced and purchased for general 
system requirements, the amount in- 
volved in the Dixie Gulf contract for 
purchase should be deducted from the 
total cost of gas purchased. This con- 
tention of plaintiff must be sustained. 
As the master found, the “purchase” 
and “sale” of the gas transported un- 
der this contract “‘wash out,” and the 
liability of the Dixie Gulf Company is 
to pay a charge for the service of 
transportation. The performance of 
this contract is not a production of gas 
by plaintiff, nor in any sense a pur- 
chase. The annual volume of gas re- 
ceived for delivery under the Dixie 
Gulf contract for transportation was 
over 13,000,000 thousand cubic feet. 
It is apparent that treating this ficti- 
tious purchase as real would give an 
undue proportion to the quantity of 
gas purported to have been purchased 
and sold for distribution, as the net 
amount sold to general system cus- 
tomers, outside of the 13,000,000 
thousand cubic feet handled under the 
Dixie Gulf contract, was less than 
26,000,000 thousand cubic feet. 


The inapplicability of the commod- 
ity cost to the arrangement which 
plaintiff had on the Dixie Gu!f contract 
for the transportation of gas is very 
striking. There is in fact no produc- 
Ing property. None of the elements 
essential for determining the cost of 
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production of gas enter into this par- 
ticular transaction. The error, how- 
ever, is not fatal to the rate estab- 
lished, unless confiscation results. The 
commodity cost, excluding the Dixie 
Gulf contract, is $.05644 per thou- 
sand cubic feet. The commodity cost 
established by the court, including as 
it did, the Dixie Gulf contract, was 
5.247 cents per thousand cubic feet, 
or a difference of .397 cents per thou- 
sand cubic feet. The annual town 
border delivery, including leakage al- 
lowed by the court, is 308,805 thou- 
sand cubic feet, which results in an 
increased cost of gas sold in the city 
of $1,225.95. The court found that 
the total costs of operation, including 
an allowance of 6 per cent on plain- 
tiff’s investment, were $140,882.07, 
and the plaintiff admits that the 45- 
cent rate will produce $141,560.32, 
resulting in a surplus of $678.25. 
The difference is $547.70, which we 
think is too small to establish con- 
fiscation. 

The reasonableness or unreason- 
ableness of a rate is not susceptible of 
determination with mathematical ac- 
curacy, nor is it measurable within a 
nice degree of exactness, but it is a 
question of fact and judgment calling 
for the exercise of sound discretion. 
As said by Chief Justice Hughes in 
United Gas Pub. Service Co. v. Texas 
(1938) 303 U. S. 123, 82 L. ed. —, 
22 P.U.R.(N.S.) 113, 126, 58 S. Ct. 
483, 493: “We have said that our 
inquiry in rate cases coming here from 
a state court ‘is whether the action of 
the state officials in the totality of its 
consequences is consistent with the 
enjoyment by the regulated utility of 
a revenue something higher than the 
line of confiscation.’ ” 
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See, also, West Ohio Gas Co. v. 
Ohio Pub. Utilities Commission 
(1935) 294 U. S. 63, 79 L. ed. 761, 
6 P.U.R.(N.S.) 449, 55 S. Ct. 316, 
319, 


There is a further question as to 
whether the demand cost as applied to 
the Dixie Gulf contract falls along 
with the commodity cost. This meth- 
od assumes to a large extent a pur- 
chaser of gas whose demands, normal 
or abnormal, for gas for domestic, 
commercial, or industrial uses must be 
met by the producer who must main- 
tain transmission and compressor fa- 
cilities adequate to meet the greatest 
demand at any time. In this case, 
each delivery station represented a 
purchaser. So far as cost of trans- 
portation is involved here, it appears 
that there is a demand under the Dixie 
Gulf contract which varies from day 
today. The other party agrees to pay 


for a minimum amount each day, and 
also agrees that its maximum amount 
shall not exceed a certain amount. This 
is not true with relation to the ordinary 


industrial, commercial, or domestic 
consumer, but within certain limits, 
as shown by actual experience, the 
consumer may reasonably predict the 
minimum and maximum requirements 
of the transportation part of the sys- 
tem. It therefore seems clear that the 
“demand cost” method of ascertaining 
the cost of transportation is fairly ap- 
plicable to the requirements of the 
other party under this contract, whose 
demands for transportation may vary 
from day to day, and whose peak de- 
mands have been estimated by the con- 
tract of the parties. As said by the 
Supreme Court in Groesbeck v. Du- 
luth, S. S. & A. R. Co. (1919) 250 


U. S. 607, 63 L. ed. 1167, P.U.R. 
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1920A, 177, 184, 40 S. Ct. 38: “The 
science of railroad accounting jis jp 
this respect in process of development: 
and it may be long before a formu 
is devised which can be accepted as 
satisfactory. For the present, at 
least, the question what formula the 
trial court should adopt presents a 
question, not of law, but of fact; and 
we are clearly unable to say that the 
lower court erred in adopting the 
method there pursued.” 

So far as transportation costs are 
concerned, we conclude that the court 
did not err in applying the “demand 
cost’’ method to the combined de- 
mands of the Dixie Gulf contract and 
other customers of the plaintiff, and 
apportioning costs and profits by this 
method. 


[15-17] 4. Plaintiff contends that 
the court erred (1) in striking from 
expenses the cost of leakage in excess 
of 10 per cent of the gas purchased; 
(2) in not allowing as expenses the 
cost of repairs necessary to reduce the 
leakage to 10 per cent and the annual 
cost of maintaining the leakage at 
that level. In common with all other 
human agencies, it is impossible to 
maintain a natural gas distribution 
system in perfect condition. There 
will always be some leakage. During 
the 4-year period covered by the in- 
vestigation in this case, the leakage 
on plaintiff’s system was more than 29 
per cent of all gas sold and delivered. 
The city council, the master, and the 
court all made an allowance for leak- 
age of gas in the distribution system 
of 10 per cent of all gas purchased for 
the Texarkana plant. This amount 
of leakage was found to be a reason- 
able allowance, and it is enough to 
say of this finding that it is sustained 
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by abundant, substantial evidence. 
There was evidence that leakage in 
similar plants in other localities was 
less than 10 per cent. There was evi- 
dence that at a hearing before the city 
council in 1929 plaintiff’s predecessor 
submitted testimony that the normal 
rate of leakage ought to be about 5 
per cent, and there was evidence of 
expert engineers sustaining the court’s 
fnding in this regard; in fact, there 
was testimony which would have sus- 
tained a very much lower percentage 
as reasonable leakage. The explana- 
tion for the excessive leakage in plain- 
tiff's system was that when plaintiff 
acquired the plant in 1928, it was in 
bad repair and that the revenues de- 
rived from its operation since that 
time had not been sufficient to warrant 
remedying it. In other words, the 
plant was not being maintained in a 
reasonable state of efficiency. This 
was negligence for which the consum- 
ers of gas should not be required to 
pay. As said by the Supreme Court 
in West Ohio Gas Co. v. Ohio Pub. 
Utilities Commission, supra, at p. 452 
of 6 P.U.R.(N.S.): “A public utility 
will not be permitted to include negli- 
gent or wasteful losses among its oper- 
ating charges. The waste or negli- 
gence, however, must be established by 
evidence of one kind or another, ei- 
ther direct or circumstantial.” 


It remains to consider what, if any, 
allowance should be made plaintiff for 
bringing its plant up to that state of 
maintenance and repair necessary to 
reduce the loss to 10 per cent of sales. 
First, it must be observed that if such 
allowance were made, there is no 
means of compelling the company to 
make the necessary repairs, and hence 
they may never be made. The master 
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and the court expressed the view that 
such expenditures, if made, should be 
charged to the depreciation reserve 
account, and an allowance of 2 per 
cent for depreciation was made. At 
any rate, the consumers should not be 
required to pay for mistakes or negli- 
gence in management. West Ohio Gas 
Co. v. Ohio Pub. Utilities Commis- 
sion, supra; Landon v. Kansas Court 
of Industrial Relations (1920) 269 
Fed. 433. Plaintiff should itself place 
its system in proper condition. If and 
when it has done so it should be al- 
lowed, it would seem, to include as 
operating expenses the amount reason- 
ably necessary to maintain the pipes 
and mains at the required standard of 
efficiency. It appears that a large part 
of the pipe in the distribution system 
is cast iron, and that its life has been 
variously estimated at from seventy- 
five to one hundred years. 

The amount of the depreciable prop- 
erty was fixed by the court at $292,- 
973. A depreciation allowance of 2 
per cent on this sum will produce $5,- 
859.46 annually. If, therefore, plain- 
tiff should determine to reduce the 
leakage to some reasonable amount 
and to spread the cost over a reason- 
able number of years, this sum will 
probably cover the expense. But if 
the cost of repair and maintenance, if 
incurred by plaintiff, exceeds the al- 
lowance made by the court, it does not 
follow that confiscation will result. 

[18] 5. Complaint is made that the 
court erred in determining the gross 
revenue resulting from an application 
of the 45-cent rate. Tables intro- 
duced by plaintiff covering its opera- 
tions from 1930 to 1933, inclusive, 
showed average gross earnings from 
the 45-cent rate of $141,560.32. The 
24 P.U.R.(N.S.) 








court, by multiplying average annual 
sales by 45 cents arrived at a total 
revenue of $146,397.78 per annum. 
The court pointed out that there was 
no satisfactory basis and record for 
determining with accuracy the amount 
of revenue the 45-cent rate will pro- 
duce. In disregarding the actual ex- 
perience of plaintiff under the 45-cent 
rate, the court was in error, but the 
difference is so small as to be negli- 
gible. 

[19, 20] 6. The court allowed a re- 
turn of 6 per cent on the properties, 
which was the same rate allowed by the 
city council. Plaintiff contended fora 
rate of return of 10 per cent on produc- 
tion property and 8 per cent on both 
transportation and distribution proper- 
ties. In its consideration of this ques- 
tion, the lower court, among other 
things, said (17 P.U.R.(N.S.) at p. 
266) : “When the price levels of 1929 
and 1930, the time this company did 
most of its construction work, are com- 
pared with the price levels of today, a 
6 per cent rate would be a substantial 
increase based on the price levels of 
today over those of 1929 and 1930. 
There has been within the last few 
years a decided decrease in the rate in- 
terest in this section of the country. 
State securities and municipal securi- 
ties in Arkansas have been refunded 
on a reduced interest rate. Securities 
of individuals and corporate entities 
have likewise undergone a reduction 
in interest rates. Taking into consid- 
eration these economic conditions, and 
the present corporate earnings in this 
and other industries, I am forced to 
conclude that the city council did not 
act arbitrarily and fix the rate of re- 
turn so unreasonably low as to con- 
tribute to a confiscatory rate.” 
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The facts and conditions referred ty In 
by the court are supported by evidence fam 1S 
in the record. The question was con. fa ! 6 


sidered by the Supreme Court in Los a {8¢4! 
Angeles Gas & E. Corp. v. Californis fmm © ' 
R. Commission, 289 U. S. 287, 771 i 1938 
ed. 1180, P.U.R.1933C, 229, 249, 53M Corr 
S. Ct. 637, where, in an opinion by supr 
Chief Justice Hughes, it is, among i V 
other things, said: “We said in Blue. 390, 
field Water Works & Improv. Co. y, fag 2°: 
West Virginia Pub. Service Commis. im °°: 
sion, 262 U. S. 679, 692, 67 L. ed. [m2 
1176, P.U.R.1923D, 11, 20, 43 S. ct im OY 
675, that a ‘public utility is entitled to fm 
such rates as will permit it to earn are. 9 5 
turn on the value of the property which im 
it employs for the convenience of the fm !°t 
public equal to that generally being fim °! 
made at the same time and in the same 
general part of the country on invest- 

ments in other business undertakings 
which are attended by corresponding 

risks and uncertainties; but it has no 
constitutional right to profits such as ( 
are realized or anticipated in highly 
profitable enterprises or speculative 
ventures.’ We added that the return 
‘should be reasonably sufficient to as- 

sure confidence in the financial sound- 

ness of the utility and should be ade- 
quate, under efficient and economical 
management, to maintain and support BR Mc 
its credit and enable it to raise the 
money necessary for the proper dis- 
charge of its public duties.’ And we 
recognized that ‘a rate of return may Co 
be reasonable at one time and become 
too high or too low by changes affect- 
ing opportunities for investment, the 
money market and business conditions 
generally.’ See Smith v. Illinois Bell 
Teleph. Co. (1930) 282 U. S. 133, He 


Cc 


160, 75 L. ed. 255, P.U.R.1931A, |, r} 
51S. Ct. 65." 
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In face of existing financial condi- 
tions, it cannot be said that a return 
of 6 per cent is so low as to be con- 
fscatory. Ohio Associated Teleph. 
Co. v. Geiger, 3 F. Supp. 997, P.U.R. 
1933E, 491; Los Angeles Gas & E. 
Corp. v. California R. Commission, 
supra; United R. & Electric Co. 


iy, West, 280 U. S. 234, 74 L. ed. 


300, P.U.R.1930A, 225, 50 S. Ct. 
123; Willcox v. Consolidated Gas 
Co. (1909) 212 U. S. 19, 53 L. ed. 
392, 29 S. Ch 192; 46 L.A, 
(N.S.) 1134, 15 Ann. Cas. 1034. 
The question of what constitutes a 
reasonable return on invested capi- 
tal is a relative one which is sub- 
ject to fluctuation with the change 
of conditions affecting the money 
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market and business conditions. 

7. Defendants have presented sev- 
eral contentions, some of which are not 
disposed of by consideration of plain- 
tiff’s assignments of error. Among 
these contentions it is urged that plain- 
tiff did not exhaust its administrative 
remedy, and it so contended in the low- 
er court, but the court denied its con- 
tention and defendants have not filed 
a cross-appeal. We do not think the 
contention well taken, but in view of 
our conclusion on the other issues it 
would seem to be quite unnecessary 
to pass upon these affirmative conten- 
tions of the defendants. 

Finding no substantial error in 
the decree apealed from, it is af- 
firmed. 





UNITED STATES SUPREME COURT 


California Water Service Company et al. 


City of Redding et al. 


[No. 976.] 
(— U. S. —, 82 L. ed. —, 58 S. Ct. 865.) 


Monopoly and competition, § 78 —Rights of municipal plant — Motive. 
1. A city is free to bargain with a public utility company and to construct 
a rival system if the company chooses not to sell its plant, and the motive 
actuating the city in the exercise of its rights is immaterial, p. 283. 


Courts, § 12 — Federal jurisdiction — Restraint on Federal statute. 
2. A Federal court of three judges convened under § 3 of the Act of 
August 24, 1937, 50 Stat. at L. 751, has no jurisdiction to restrain the 
enforcement of a Federal statute upon the ground of constitutional in- 
validity in the absence of a substantial Federal question, p. 283. 

Courts, § 12 — Federal jurisdiction — Substantiality in Federal question. 
3. The lack of substantiality in a Federal question, averred to be the basis 
for Federal court jurisdiction, may appear either because it is obviously 
without merit ‘or because its unsoundness so clearly results from the pre- 
vious decisions of the Supreme Court as to foreclose the subject, p. 283. 
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Courts, § 12 — Federal jurisdiction — Absence of Federal question — Control. 
ling decision pending suit. 
4. A Federal district court of three judges, convened under § 3 of the 
Act of August 24, 1937, 50 Stat. at L. 751, must dismiss, because of the 
absence of a substantial Federal question, a bill of complaint which raises 
a question settled by a decision of the Supreme Court after filing of the 
bill and presentation of a motion for an interlocutory injunction, p. 283. 
Courts, § 10 — Federal jurisdiction — Local questions. 
5. Presentation of a local question as to the invalidity of a city’s bonds 
under state law does not suffice to save jurisdiction of a three-judge court 
convened under § 3 of the Act of August 24, 1937, 50 Stat. at L. 751, 
when no substantial Federal question remains in the pending suit because 
of the rendering of a Supreme Court decision settling the Federal question, 
although if the court had jurisdiction by reason of the presence of a sub- 
stantial Federal question, it should proceed to pass upon the local issues, 
p. 284. 
[May 16, 1938.] 


P bgmen from dismissal decree of District Court of three 
judges in suit by water utility company to restrain city 
from receiving grant of Federal funds for construction of 
municipal plant and from expending proceeds of sale of city’s 
bonds for such purpose; motion to affirm decree granted. For 
decision below, see 22 F. Supp. 641. See also 22 F. Supp. 910. 


¥ 


APPEARANCES: Warren Olney, Jr., 
and A. Crawford Greene, both of San 
Francisco, California, Seth W. Rich- 
ardson, of Washington, D. C., and 
Francis Carr, of Redding, California, 
for appellants; George Herrington 
and W. H. Orrick, both of San Fran- 
cisco, California, for appellees. 


PER Curiam: This suit was 
brought by appellants, California 
Water Service Company and Carlo 
Veglia, to enjoin the city of Redding, 
California, from receiving a grant of 
$162,000, allotted by the Federal Ad- 
ministrator of Public Works under 
Title II. of the National Industrial Re- 
covery Act and supplemental legisla- 
tion,’ to aid the city in the construc- 





1 Acts of June 6, 1933, Chap. 90, 48 Stat. 
at L. 200-210; April 8, 1935, Chap. 48, 49 
Stat. at L. 115, 119; June 29, 1937, Chap. 401, 
§§ 201-207, 50 Stat. at L. 352, 15 USCA § 
728, note. 
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tion of a municipal waterworks sys- 
tem; and also to enjoin the city from 
expending the proceeds of the sale of 
$200,000 of the city’s bonds for the 
purpose of constructing such a plant. 
The bill of complaint alleged that the 
grant of Federal funds and the legis- 
lation said to authorize it were invalid 
under the Federal Constitution (Art. 
1, §§ 1, 8, and 9; Art. 2, §§ 1 and 3; 
and the Tenth Amendment), and also 
that the grant was in violation of the 
Federal statutes cited. The suit was 
brought prior to the decision of this 
court in the case of Alabama Power 
Co. v. Ickes (1938) 302 U. S. 464, 
82 L. ed. —, 21 P.U.R.(N.S.) 289, 
58 S. Ct. 300. The bond issue of the 
city was alleged to be invalid under the 
Constitution and statutes of Califor- 
nia. 

Temporary and permanent injunc- 
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tions were sought and the district 
court, composed of three judges, con- 
yened under § 3 of the Act of August 
24, 1937 (50 Stat. at L. 751, 752, 
Chap. 754, 28 USCA § 380a), de- 
cided that the bill of complaint stated 
no cause of action within the cogniz- 
ance of the court. The temporary 
restraining order was dissolved and 
the complaint was dismissed. The 
case comes here on appeal. Appellees 
move to dismiss or affirm. 

[1-4] The district court held that 
the Federal question sought to be 
raised was identical with that pre- 
sented in Alabama Power Co. v. Ickes, 
supra; that the asserted distinction 
that the proposed action of defend- 
ants, the Federal Administrator not 
being a party, was motivated by a de- 
sire or purpose to injure or coerce the 
plaintiff company, was of no avail, as 
the city was free to bargain with the 
plaintiff and to construct a rival sys- 
tem if the plaintiff chose not to sell 
its plant and the motive actuating the 
city in the exercise of its rights was 
immaterial. See Isbrandtsen-Moller 
Co. v. United States (1937) 300 U. 
S. 139, 145, 81 L. ed. 562, 567, 57 
S. Ct. 407. In the absence of a sub- 
stantial Federal question, the court 
tuled that the charge that the bonds 
of the city were invalid under the state 
law presented a purely local issue 
which the court was not required to 
consider, 

We are of the opinion that these 
rulings were correct. We have held 
that § 266 of the Judicial Code, 28 
USCA § 380, does not apply unless 
there is a substantial claim of the 
unconstitutionality of a state statute 
or administrative order as there de- 


scribed. It is therefore the duty of a 
district judge, to whom an application 
for an injunction restraining the en- 
forcement of a state statute or order is 
made, to scrutinize the bill of com- 
plaint to ascertain whether a substan- 
tial Federal question is presented, as 
otherwise the provision for the con- 
vening of a court of three judges is 
not applicable. Ex parte Buder 
(1926) 271 U. S. 461, 467, 70 L. ed. 
1036, 1038, 46 S. Ct. 557; Ex parte 
Poresky (1933) 290 U. S. 30, 78 L. 
ed. 152, 54 S. Ct. 3. We think that 
a similar rule governs proceedings un- 
der § 3 of the Act of August 24, 1937, 
as to the participation of three judges 
in passing upon applications for in- 
junctions restraining the enforcement 
of Federal statutes upon the ground of 
constitutional invalidity. Had the de- 
cisions in the cases of Alabama Power 
Co. v. Ickes, supra, and of Duke Pow- 
er Co. v. Greenwood County (1938) 
302 U. S. 485, 82 L. ed. —— 21 
P.U.R.(N.S.) 298, 58 S. Ct. 306, 
been rendered prior to the filing of the 
bill of complaint in the instant case, 
no substantial Federal question would 
have been presented. The lack of sub- 
stantiality in a Federal question may 
appear either because it is obviously 
without merit or because its unsound- 
ness so clearly results from the pre- 
vious decisions of this court as to fore- 
close the subject. Levering & G. Co. v. 
Morrin (1933) 289 U. S. 103, 105, 
77 L. ed. 1062, 1064, 53 S. Ct. 549. 
And, here, although the bill of com- 
plaint had been previously filed, and a 
motion for an interlocutory injunction 
presented, it was apparent after our 
decisions in the cases cited that the 
Federal question was without sub- 
stance and it became the duty of the 
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district court to dismiss the bill of 
complaint upon that ground. 

[5] In Oklahoma Gas & E. Co. v. 
Oklahoma Packing Co. (1934) 292 
U. S. 386, 391, 78 L. ed. 1318, 1321, 
54 S. Ct. 732, we had occasion to 
observe that “the three judge proce- 
dure is an extraordinary one, impos- 
ing a heavy burden on Federal courts, 
with attendant expense and delay”; 
that “that procedure, designed for a 
specific class of cases, sharply defined, 
should not be lightly extended”; and 
that restrictions placed upon appellate 
review in this court “would likewise 
be measurably impaired were ground- 
less allegations thus to suffice.” We 


concluded that ‘when it becomes ap- 
parent that the plaintiff has no case 
for three judges, though they may 
have been properly convened, their 
action is no longer prescribed.” 


It is also clear that the presenta- 
tion of a local question in the instant 
case as to the invalidity of the city’s 
bonds under the state law did not 
suffice to save jurisdiction. While, if 
the court had jurisdiction by reason 
of the presence of a substantial Federal 
question, it could proceed to pass upon 
the local issue (Louisville & N. R. Co. 
v. Garrett [1913] 231 U.S. 298, 303. 
58 L. ed. 229, 238, 34 S. Ct. 48; Davis 
v. Wallace [1922] 257 U. S. 478, 482, 
66 L. ed. 325, 328, 42 S. Ct. 164; 
Sterling v. Constantin [1932] 287 
U. S. 378, 393, 77 L. ed. 375, 382, 
53 S. Ct. 190; California R. Commis- 
sion v. Pacific Gas & E. Co. [1938] 
302 U. S. 388, 391, 82 L. ed. ——, 
21 P.U.R.(N.S.) 480, 58 S. Ct. 334), 
it was presence of the Federal ques- 


tion which gave the court that author. 
ity, and in its absence, through lack of 
substance, the court was not entitled to 
go further. In Norumbega Co, y. 
Bennett (1933) 290 U. S. 598 72 
L. ed. 526, 54 S. Ct. 207, the district 
court of three judges, considering that 
a Federal constitutional question was 
involved, passed upon the question of 
the construction of the state statute 
and, denying a motion to dismiss for 
lack of jurisdiction, dismissed the bill 
of complaint for want of equity. 
(1933) 3 F. Supp. 500, 502. This 
court reversed the decree and remand- 
ed the cause with directions to dismiss 
the bill of complaint for the want of 
jurisdiction because of the absence of 
a substantial Federal question. 

We think that the Act of August 
24, 1937, did not contemplate that a 
court of three judges should be con- 
vened, or, if convened, should con- 
tinue to act, merely for the decision 
of a local question where no substan- 
tial Federal question is involved. We 


"agree with the district court that the 


attempt to blend the contention as to 
the validity of the bond issue under 
state law with the question as to the 
authority to make the Federal grant 
under the Federal statutes, so as to 
give the former the aspect of a Fed- 
eral question, is unavailing. The local 
question and the Federal question are 
distinct. See Hurn v. Oursler (1933) 
289 U. S. 238, 245, 77 L. ed. 1148, 
1153, 53 S. Ct. 586. 

The court below rightly dismissed 
the bill of complaint and the motion 
to affirm its decree is granted. 

Affirmed. 
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Re Harrisburg Suburban Water Company 


[Application Docket No. 35788.] 


Consolidation, merger, and sale, § 31 — Creditor’s rights — Objection by mu- 


nicipal plant. 


1. The interest of a municipal water plant in being reimbursed for capital 
outlay and being protected in water rentals due, arising from its fur- 
nishing of a water supply through the facilities of a nonprofit organization 
known as a community relief committee, does not constitute a valid protest 
to the purchase by a water utility company of the existing water service 
facilities installed by this committee, p. 286. 


Commissions, § 28 — Jurisdiction — Liability of relief committee to municipal 


plant. 


2. The matters of reimbursement and payments by a community water 
relief committee and its members to a municipality which has furnished 
water to such committee are not within the jurisdiction of the Commission, 


p. 286. 


{July 11, 1938.] 


f , apecnatoted by water company for approval of acquisition 
of certain water mains and facilities and the construction 
of a pipe line and other facilities; application granted. 


By the Commission: This applica- 
tion seeks our approval of an exten- 
sion of Harrisburg Suburban Water 
Company’s facilities by means of 
2485 feet of 8-inch cast iron main 
from the village of Oberlin to the 
village of Bressler, both in Swatara 
township, Dauphin county, Pennsyl- 
vania, and 300 feet of 6-inch and 450 
feet of 4-inch cast iron mains, 6 fire 
hydrants, and 41 new services includ- 
ing meters and pavement repairs in 
Bressler ; and the purchase by Harris- 
burg Suburban Water Company of 
the existing water service facilities 
installed by Bressler Community Wa- 
ter Relief Committee in and after the 
year 1932, 
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Up to the present time, the borough 
of Steelton has furnished public water 
supply service, though without pre- 
viously having obtained a certificate 
of public convenience as then required 
by law, by means of its municipal 
waterworks, through the facilities of 
Bressler Community Relief Commit- 
tee, to that part of the public in 
Bressler which could be served by 
said facilities and which had complied 
with the rules and regulations of said 
committee. This committee is a non- 
profit organization and is financially 
unable to extend its water service 
facilities to new consumers. At pres- 
ent Bressler has no fire protection 
service and the borough of Steelton 
24 P.U.R.(NS.) 
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cannot supply such service without 
additional facilities to augment the 
present Bressler system. 

The record indicates that Harris- 
burg Suburban Water Company has 
charter rights to render public water 
service in Swatara township and with 
those facilities which it proposes to 
acquire and to construct, it will be 
enabled to provide adequate service, 
including fire protection service in 
Bressler. 

[1, 2] At the hearing held in this 
matter, counsel for the borough of 
Steelton appeared and stated as fol- 
lows: 


“The borough of Steelton would 
like to enter a formal protest to the 
petition. Its position is this: Bor- 
ough of Steelton does not desire to 
furnish the residents of the village of 
Bressler with water in the event that 
they desire to have it furnished from 
another source. It does, however, feel 
that it should be reimbursed for its 
capital outlay and that it should be 
protected in the water rentals that are 
now due.” 


From this it appears that the bor- 
ough of Steelton has no objections 
to the acquisition, by Harrisburg Sub- 
urban Water Company, of the water 
service facilities of Bressler Commu- 
nity Water Relief Committee, and its 
side interest in the matter does not 
constitute a valid protest. The matters 
of reimbursements and payments by 
the Bressler Community Water Relief 
Committee and its members to the 
borough of Steelton are not within 
the jurisdiction of the Commission, 
but the borough of Steelton has its 
recourse through amicable settlement 
or through proper legal procedure. 

24 P.U.R.(N.S.) 


Harrisburg Suburban Water Com. 
pany has shown for the record, by its 
estimate of fixed capital expenditures, 
annual revenue, annual operating ex. 
penses and depreciation, that, after a 
period of three and one-third years, the 
investment will be about $14,000; the 
annual operating income before de. 
preciation is estimated to be $890, and 
after a $300 depreciation allowance 
$590; this figure of annual return js 
4.2 per cent on the investment of 
$14,000. 

The construction and installation of 
the proposed facilities and the acquisi- 
tion by the water company of the ex- 
isting facilities in Bressler are predi- 
cated on an agreement between Har- 
risburg Suburban Water Company 
and Bressler Community Water Re- 
lief Committee, the principal provi- 
sions of that agreement being in 
essence that each of the bona fide 


members of the Bressler Community 
Water Relief Committee for each 
$100 paid to the committee to pro- 
vide water service is to receive $50 
in cash and be given a credit of $50 
on the books of Harrisburg Suburban 
Water Company to be applied to the 


payment of future water bills. For 
each corresponding meter and service 
connection he will also receive $9.45 
and $5, respectively, in cash. 

The members of Bressler Community 
Water Relief Committee agree to sell, 
assign, and transfer all their service 
right, title, and interest in the water 
mains, facilities, cash, and other prop- 
erty to Harrisburg Suburban Water 
Company, under the stated conditions. 

Harrisburg Suburban Water Com- 
pany, upon this agreement becoming 
effective, agrees at its own cost and 
expense to extend its mains to connect 
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RE HARRISBURG SUBURBAN WATER CO. 


to mains in Bressler, to render water 
service in Bressler at rates applicable 
to residents of Oberlin, and will op- 
erate and maintain the mains and fa- 
cilities at its Own expense and will 
make such extensions and additions 
as may be necesessary to render serv- 
ice to forty-one additional residents 
of Bressler who have signified their 
intention of becoming water consum- 
ers, under the stated conditions. 

The foregoing terms of the agree- 
ment will become binding and effec- 
tive upon the following conditions: 

A. The execution of this agreement 
by all the members of Bressler Com- 
munity Water Relief Committee. 

B. Harrisburg Suburban Water 
Company is to secure at least forty- 
one new consumers living in Bressler 
and each to advance the sum of $50 
in cash to be used by Harrisburg 
Suburban Water Company to extend 
mains from Oberlin to Bressler and 
extending mains in Bressler to serve 
new consumers not now on existing 
mains. Each consumer making such 
advance is to be credited a like 
amount, to be applied on the future 
water bills of said consumer for 
water supplied at the regular pub- 
lished rates. 

C. Application for six fire hydrants 
from the Swatara township commis- 
sioners at locations satisfactory to the 


water company and commissioners 
and at an annual rental of $40 each, 
which is the rate for fire hydrant serv- 
ice in the filed tariff. 

D. Written acknowledgment by 
borough of Steelton that it is willing 
to terminate the existing agreement 
between Bressler Community Water 
Relief Committee and borough of 
Steelton. 

These matters, having been duly 
presented to the Commission, and full 
investigation of the matters and things 
involved having been had, the Com- 
mission finds and determines that the 
granting of said petition is necessary 
or proper for the service, accommoda- 
tion, convenience, and safety of the 
public; therefore, 

Now, to wit, July +1, 1938, it is 
ordered: That approval of the appli- 
cation be and is hereby granted and 
certificate of public convenience issue 
evidencing such approval, subject to 
the following condition: 

The approval hereby given is not 
to be understood as requiring the 
Commission, in any proceeding that 
may be brought before it for any 
purpose, to allow as fair and reason- 
able the cost of facilities acquired or 
constructed and operated pursuant to 
the approval hereby given or to pre- 
scribe or approve rates sufficient to 
yield a fair return on said cost. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re City of Lake Mills 


[2-U-1273.] 


Rates, § 312 — Reconnection charge — Service denial for nonpayment. 
A charge of $1 when a customer is reconnected after having been dis- 
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connected for nonpayment of bill is reasonable in the case of a municipal 
electric plant which incurred an expense for disconnection and reconnection 
amounting to between 80 cents and $1. 


[July 14, 1938.] 


|. guconp anes by municipal electric plant for authority to adopt 
standard rules and regulations providing for a reconnection 
charge; granted. 


By the Commission: Under date 
of May 14, 1938, the Light & Water 
Commission of the city of Lake Mills 
made application to the Public Service 
Commission of Wisconsin for author- 
ity to adopt a standard set of rules 
and regulations in regard to its serv- 
ice. Among such rules one provides 
for a $1 charge when a customer is 
reconnected after having been discon- 
nected for the nonpayment of bills. 
Public hearing was held June 21, 
1938, before Examiner Estelle L. 
Rowe. 

The following appearances were en- 
tered: Of the Commission staff: 
Frank P. Hyer of the Rates and Re- 
search Department ; city of Lake Mills 
as an electric utility, by B. C. Engs- 
berg, Superintendent. 

The record discloses that there are 
on the average two or three customers 
per month who are disconnected for 
the nonpayment of bills, or who are 
reconnected after such disconnection. 
The utility estimates the cost of serv- 
ice for such combination of disconnec- 
tion and reconnection to be between 
80 cents and $1, and feels that a 
charge of $1 would be reasonable and 
would cover the expense involved in 
all cases. The Commission in other 


cases has found a $1 charge to be 
reasonable for this purpose and has & 
incorporated such a charge in its pro- 
posed standard rules and regulations, 
Many utilities throughout the state 
now apply such a charge. 


The utility further states that its 
rates presently in effect are designed 
upon the assumption that all custom- 
ers will pay their bills promptly and 
no provision is made for the extra 
expense involved in reconnecting cus- 
tomers who have been disconnected 
because of nonpayment of bills. 


The Commission finds that the rule 
providing for a $1 reconnection 
charge in cases where a disconnection 
has been made for nonpayment of 
bills is fair and reasonable. 


It is therefore ordered, that the 
Water & Light Commission of the 
city of Lake Mills incorporate the 
following rule in its schedule of rules 
and regulations: 


Customers whose services are dis- 
connected because of nonpayment of 
bills when due (not including discon- 
nection for failure to comply with de- 
posit or guaranty rules) shall be re- 
quired to pay a charge of $1 before 
service will be restored. 
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\CCEPTANCE! 


gineering executives purchase equipment on demonstrated performance. That 
an Soot Blowers are on the preferred list of engineers who buy because 
demonstrated lowest maintenance sound engineering and the ruggedest con- 


nicipal 


nection 


fuction ever built into Soot Blowers, is evidenced by the following partial list 


representative contracts installed or sold in 1937. 





Allis Chalmers Co. .........-. West Allis, Wis. 
Ames, City of Ames, lowa 
Atlantic Refining Co. ............ Atreco, Texas 
Baltimore Transit Co. ........... Baltimore, Md. 
Bethlehem Steel Co. ....... Sparrows Point, Md. 
Chain Belt Company Milwaukee, Wis. 
Columbia Enameling & Stamping Co., Terre Haute, ind. 
Container Corporation Carthage, Ind. 
Continental Diamond Fibre Co. ....Newark, N. J. 
Crosley Radio Corporation Cincinnati, Ohio 
Eldora Gold Mines Port Hope, Ontario 
Eigin, Joliet & Eastern R. R. Co 

Formica Insulating Co. .......... Cincinnati, Ohio 
Globe Steel Tubes Co. ......... Milwaukee, Wis. 
Hamilton Coke & Iron Co. ....... Hamilton, Ohio 
Helwig Silk Dyeing Co. ....... Philadelphia, Pa. 
Hudepohl Brewing Co. ......... Cincinnati, Ohio 
Jose Arechabala Socieda Cardenas, Cuba 
Kaukau Sugar Co. ...........- Honolulu, Hawaii 
Kendall Refining Co. ..........4.- Bradford, Pa. 
Keystone Public Service Co. ........ Oil City, Pa. 


MacSim Bar Paper Co. .........- Otsego, Mich. 
Mendocino State Hospital ....Mendocino, Calif. 
Metropolitan Edison Co. .........-- Reading, Pa. 
Municipal Power Plant Rochester, Minn. 
N. Y. State Electric & Gas Co....Dresden, N. Y. 
Re Fee Gee hn bcc up tcncnss Windsor, W. Va. 
Pennsylvania Electric Co. .........+ Sewart, Pa. 
Ralston Purina Company Battle Creek, Mich. 
Republic Oil & Refining Co. ....Texas City, Texas 
Republic Steel Co. .........es0e0- Thomas, Ala. 
Rochester & Pittsburgh Coal Co Lucerne, Pa. 
Schervier Hospital New York City 
Sherwood Refining Co. ............ Warren, Pa. 
Sloan Blabon Co. ............ Philadeiphia, Pa. 
A. &. Staley Mfg. Co. ........c00e Decatur, Iii. 
Thilmany Pulp & Paper Co. ...... Kaukauna, Wis. 
Tide Water Power Co. ...... Wilmington, N. C. 
Timken Roller Bearing Co. ....... Columbus, Ohio 
United Refining Co. ...........005- Warren, Pa. 
U. S. Military Academy West Point, N. Y. 


Vacuum Oil Co. ..........200- Paulsboro, N. J. 
Village of Hinsdale Hinsdale, ill. 
Washington Gas Light Co.....Washington, D. C. 
Westinghouse Elec. & Mfg. Co...Mansfield, Ohio 


Latonia Refining Co. ......cccccces Latonia, Ky. 
Lehigh Portland Cement Co. ...... Oglesby, Ili. 
McAndrews & Forbes Camden, N. J. 
M Street Heating Plant Washington, D. C. 





of service, making unnecessary frequent ser- 
vicing—and when service is required, skilled 
field engineers on their rounds, offer it gladly 
to maintain your Vulcan equipment in top con- 
dition. Just ask the Vulcan Sales or Field En- 
gineer WHY Vulcan build into their equip- 
ment the most rugged, trouble free, lowest 
maintenance you can buy. 


can Soot Blower Corporation does not 
iid down to a price. Vulcan builds into their 
huipment thirty-three years of experience; 
iit by highly skilled engineering and plant 
rsonnel of long service, using the highest 
pe material that hard exacting service has 
mmonstrated is the most practical for its 
rpose. The result is trouble free, long years 


VULCAN SOOT BLOWER CORP., Du Bois, Penna. 
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Industrial Progress 


Selected information about manufacturers, 
new products, and new methods. Also news on 
personnel changes, recent and coming events. 


Boston to Add 28 New 
Trolley Coaches 


nor Elevated Railway will add 28 more 
trolley coaches to its present rubber-tired 
fleet of 64 vehicles in the late Fall. Pullman 
Standard Car Manufacturing Company is 
building the new coaches, 18 of which are to 
be electrically equipped by General Electric. 

Twenty-three of the new coaches will be 40- 
passenger jobs; the other five will seat 38 
passengers each. The new equipment will cost 
approximately $300,000. 


N.E.M.A. Shows How 
Standardization Pays 


i. sacar nil Pays” is the title of 
new pamphlet now being distributed by 
the National Electrical Manufacturers Associ- 
ation. 

Motors, lamp holders, snap switches and at- 
tachment plugs, fuses, transformers, switch- 
gear, and refrigerators are cited as examples 
of specific electrical products which have bene- 
fitted from standardization. 

General benefits gained by electrical manu- 
facturers from standardization are shown to 
be: simplification of stock requirements, sav- 
ings in purchasing, shorter delivery time, uni- 
form rate of production, lower production 
costs. 

The pamphlet is a reprint of an article pub- 
lished in Electrical Manufacturing, May. 


Single-Circuit Substation 
Unit Offered by G-E 


ESCRIPTION and performance specifications 
D of the single-circuit substation unit manu- 
factured by the General Electric Company 
have been issued in an 83 by 11 inch loose-leaf 
booklet (GEA-2840). Twenty-six pages are 
given to descriptive material and there are 
eleven pages of specification data. 

This single-circuit substation unit is offered 
by the manufacturer as a contribution toward 
reducing the cost of distributing electricity. It 
is a standard three-phase transformer arranged 
for changing taps under load and equipped 
with lightning arresters and a standard low- 
voltage circuit breaker with its control relays 
and potential and current transformers. The 
complete equipment is manufactured and 
assembled as a unit and, according to the 
manufacturer, affords substantial savings in 
installation and operating expenses. 


Light-Blaster for Merchandise 
Displays 
T 


HE Edwin F. Guth Co., St. Louis, Mo, 

has recently introduced a new light-blaster 

for merchandise displays of large, small and 
chain stores. 

This new lighting development, known as 

Excelux, produces double the quantity of light 


Excelux Unit for Merchandise Displays 


with no additional cost. The unit is available 
in two designs and in sizes from 150 to 1000 
watts. It has been developed to meet a demand 
by store owners—that of delivering efficiently 
and economically a strong downward light on 
merchandise. This new unit not only delivers 
more light on merchandise but also adds color- 
value, pleasing brightness—and then a most 
valuable result of low-brightness at the source. 
Descriptive literature may be secured from the 
manufacturer. 


Recent G-E Bulletins 


ECENT publications issued by the General 
Electric Co. included the following: G-E 
Controllers for Synchronous Motors (GEA- 
1724A); G-E Brake Motor (GEA-2026A); 
Thyratron Resistance- Welder _ Controls 
(GEA-2791A);  Sheath-Coated Electrode, 
Type A for Cast-Iron Welding (GEA-2966) ; 
and G-E Thinly Coated Electrode, Type W-~3 
for High-Speed Arc Welding (GEA-2965). 
Other recent literature describing new and 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation... production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


a 
= 


ITIES SERVICE bs Serves A Nation! 
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improved G-E equipment includes: Pyranol 
Distribution Capacitors (GEA-2561B); A-C 
and D-C Relays, Type GTR (GEA-2961) ; 
30,000-Volt Portable Oil Tester (GEA-2935) ; 
Type TSA-14 Automatic Time Switches 
(GEA-2963) ; Duplex Switchboards (GEA- 
2892) ; Outdoor Current Transformers, Type 
KF-326 69,000 Volts (GEA-2895) ; Moderate 
Capacity Outdoor Oil-Blast Circuit Breakers 
(GEA-1025B); Indicating Secondary Fuse, 
Outdoor-Type (GEA-2942). 


Chevrolet Sales Reverse 
Summer Trend 


HEVROLET’S new car and truck sales reached 

51,047 units in July, exceeding the June 
total by 5,423 units or 111.9% of June sales, 
and setting an unusual sales record, by revers- 
ing the normal market trend, according to a 
recent announcement by W. E. Holler, general 
sales manager, who also reported the greatest 
used car stock reduction ever achieved by 
Chevrolet dealers in a single month. 

Records show that in only two previous 
years have Chevrolet’s July new car and truck 
sales passed the June mark. The shattering of 
this long-standing precedent Mr. Holler 
credited mainly to two things: first, the coun- 
try-wide “Beat Your June Sales” campaign 
staged by Chevrloet in July, and second, an 
apparent improvement in general business con- 
ditions. 

The campaign was conceived in June as a 
means of offsetting the slack period which has 
followed that month in every year except 1929 
and 1937. The company’s entire field force was 
organized in advance, enlisted in a sales con- 
test, and provided with promotional material 
to facilitate its selling job. A country-wide 
advertising campaign was placed in newspapers 
throughout the country to back up the sales 
effort. 


A.G.A.E.M. Mails Sales Plan 
Book on CP Ranges 


HE marketing of the new Certified Per- 

formance gas ranges, to be introduced by 
eighteen manufacturers to the public through 
utility companies and dealers throughout the 
United States beginning August Ist, will be 
presented in an extensive and coordinated 
promotional drive under the auspices of the 
Domestic Gas Range Division of the Associ- 
ation of Gas Appliance and Equipment Manu- 
facturers. This educational and sales program 
has received the encouragement and backing 
of leaders in every branch of the industry. 

A complete and stimulating Sales Plan Book 
containing suggestions for the advertising and 
merchandising of this “crowning achievement 
of the gas industry” has been mailed to sales 
managers of gas companies and manufac- 
turers. A request has been made that any 
sales manager who has not received his plan 
book communicate with the Association of 


Gas Appliance and Equipment Manufacturer; 
60 East 42nd Street, New York, N. Y, : 

Interest-compelling titles introduce Pages 
giving the background, points of exceptiong| 
merit and sales revolutionizing angles of th 
new ranges. It emphasizes that the CP range 
cost no more than ordinary ranges because of 
the “3 super-savings’—namely, “improved 
convenience saves time, improved efficienc 
saves fuel, improved performance saves food 
This sales plan book vividly portrays what the 
placing on the market of the new CP range 
will mean to the utility and the dealer as far a 
substantially increased sales are concerned, 
and how homemakers throughout the countn 
will real'ze in gas the most efficient and ero. 
nomical cooking fuel. 

The sales p!an book includes various tested 
promotional pieces each in separate pockets 
and easily removable. Suggested newspaper 
advertisements, direct mail pieces, window and 
floor displays, attractive bill enclosures, pub- 
licity releases, “spot” radio announcements, 
and other miscellaneous items for creative 
sales promotion are all to be found in the book. 

It also contains twenty valuable suggestions 
for effective dealer codperation and sales tie-in 
material adaptable for the dealer’s ‘usage. 


Remote Control Service for 
New Hydro Plant 


HE new Cataract Hydro Station of the 
Cumberland County Power and Light 
Company at Saco, Maine, is a paragon of 
power plant efficiency. From a control build- 
ing situated some distance away, all switching 
operations are carried on by remote control. 
The control service is operated by a 60-cell 
Exide-Chloride Control Battery of 240 ah. 
capacity which is housed in the control build- 
ing. 
Not only is the station itself controlled, but 
four substations, one adjacent to and the others 
located a quarter of a mile to a mile away, 
are likewise operated at the will of the at- 
tendant in the control building. Of even more 
outstanding interest, because it represents 
such a new departure, is the fact that syn- 
chronization of the generator with the power 
line is also automatically accomplished when 
the starting impulse is given at the control 
building. 


Silex Advertising Campaign 
Reaches 52,648,861 


ae Silex Company, manufacturers 0! 
Silex Glass Coffee Makers, presented to 
their salesmen at their fourth annual sales con- 
ference, the details of the largest—most com- 
plete advertising campaign any appliance 
manufacturer has ever released, according to 
a recent announcement. : 
Sixteen leading national magazines, with a 
combined circulation of 34,924,023, reach the 
magazine-reading audience with hard-hitting 
“reasons why to buy” advertisements. Fifty- 
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+0 PARKERSBURG, W. VA., U.S. A. 
HI-VOLTAGE INSULATORS —SINCE 1894 


a 











This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


40 INDUSTRIAL PROGRESS (Continued) 


three Rotogravure sections, with a combined 
circulation of 13,527,960, tell their weekly 
readers to buy Silex Glass Coffee Makers. 
In addition, sixty-eight newspapers, with a 
combined circulation of 4,196,872, carry the 
Silex sales message to those buyers not read- 
ing Rotogravure sections, 

In all, 52,648,861 Silex advertisements are 
sent repeatedly into the homes of the 29,904,- 
663 American families. 

All Silex Glass Coffee Makers have been 
redesigned—made more beautiful, more sal- 
able. Every model now offers an upper bowl 
handle—for easy removal of the hot upper 
bowl. 

A new silver, four-color dispenser carton 
has been designed to stimulate sales of the 
Silex upper bowl handle, thus giving a second 
profit by making a second sale to the millions 
of owners of Silex Glass Coffee Makers. 

As an accessory, the Silex upper bow! han- 
dle comes complete with a new style notched 
rubber plug. They are priced to retail at 50c 
for the black models, 65c for the red models, 
and $1.00 for the chrome models. 

Every electric model priced at $5.95 and 
over is now equipped with Anyheet Control, 
the famous Silex feature that keeps coffee at 
drinking temperature indefinitely. 

Stoves, decorative shells, handles, in fact 
everything but the shape of the glassware has 
been changed. Now there are Silex Glass 
Coffee Makers in 2, 4, 6, 8, 10 and 12-cup sizes 
—priced to meet every pocketbook—in even 
more beautiful, more graceful designs than 
ever. For full details write direct to The Silex 
Company, Hartford, Connecticut. 


Electrostatic Voltmeter 
Announced by G-E 


A sTuRDY and accurate portable electro- 
static voltmeter has been announced by 
General Electric for measurements of a-c or 
d-c voltage on systems where one line is 
grounded. Available in ratings of 3, 5, 10, 15 
and 20 kilovolts, the new instrument is de- 
signed for fast response and ability to hold 
its calibration. Further features include the 
light-beam pointer, magnetic damping, and a 
specially designed high-voltage terminal with 
a current-limiting resistor for increased safe- 
ty. Typical applications are: measurement of 
applied voltage in dielectric tests; study of 
electrostatic phenomena such as the genera- 
tion of charges by moving belts or other ob- 
jects; determination of peak voltage by the 
vacuum-tube method ; and measurement of ex- 
ceptionally high voltages, when used in con- 
junction with a voltage divider, 

An accuracy of 2 per cent of full-scale value 
is maintained in all ratings, when used on 
either a-c or d-c up to 700 cycles per second. 
Reading time is cut to the minimum—the 
responsiveness is approximately four seconds. 
The combination of a “light-beam” pointer and 
conveniently distributed scale further assures 
quick and accurate readings. The target ap- 
pears on the scale as a bright line that can be 


seen under all conditions of external illumina- 
tion. 


Nevada-California Electric 
Plans Substation Changes 


HANGES at Colorado River Substation of 
the Nevada-California Electric Corpora- 
tion will provide increased regulator and oil 
circuit breaker capacity on the Arizona Edison 
Company circuit supplied from that station 
according to a recent announcement. 
Proposed work includes the installation of 
two bays of 2,300-volt steel bus structure; ad- 
dition of a 345-kva., 2,300-volt step-voltage 
regulator, together with complementary 
switching equipment; outdoor type, 800-amp,, 
7,500-volt oil circuit breaker; new cubicle for 
metering equipment, and the stringing of two 
250,000-circ.mil circuits from the new bus to 
the river-crossing structure on the California 
side of the Colorado River at the station. 


116 Trucks to be Used in 
“Necessity Campaign” 


orE than 116 trucks, all bearing placards 
M calling attention to the company’s “bar- 
gain electric necessity package” promotional 
campaign, were recently assembled by the 
Consolidated Edison Company of New York, 
Inc., as first deliveries of appliances ordered 
for the campaign were made. 

Electric irons, radios, toasters and lamps are 
included in the 500,000 appliances purchased 
by the company last month in what was termed 
the largest order ever placed for household 
appliances. The merchandise has a dollar 
value of $3,500,000. 

The company announced that the sales cam- 
paign would begin on Wednesday, August 
31st. 


Modern Kitchen Bureau Starts 
October Sales Drive 


LANs for an elaborate fall campaign to sell 
P 30,000 electric ranges and 8,000 electric 
water heaters during October in eighteen re- 
gions were recently sent to dealers, utilities 
and retail outlets when the Modern Kitchen 
Bureau sent the first in the series of “broad- 
sides.” 

October is to be known as the “discovery 
month” for the nation’s housewives with the 
challenging slogan: “Electric Cooking Costs 
One-Half What You Think.” During August 
and September posters are being sent out to 
stimulate sales during the October drive. Man- 
ufacturers are preparing dealer displays and 
material to tie in with the drive. 


Gas Utility Sales Campaign 


A 13-week sales drive on gas heating equip- 
ment was launched August Ist by the 
Ohio Fuel Gas Co. The campaign will feature 
all types of gas heating appliances for both 
domestic and commercial use, 
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TRANSFORMERS 


7500 Kva 
3-phase 
Water Cooled 
Furnace Type 


Moser of your largest customers who operate electric fur- 
naces depend upon Pennsylvania Heavy Duty Transformers 
for this important service. 


Bulletin 340 which illustrates Pennsyl- 
vania Power Transformers will be gladly 
supplied upon request. 


L-7Ole=ISEAND . AVENUE, n.S. 
PITTSBURGH ¢ PENNA. 
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The principal difficulty encountered 
in all control work is the proper appor- 
tioning of the control element to exist- 
ing conditions. In the EMCO Balanced 
Valve Regulator design, where remov- 
able valves and valve seats can be 
changed to adapt to load conditions, 
this difficulty is eliminated. Varying 
loads and pressure conditions, whether 
seasonal or over long periods, are thus 
readily handled with an EMCO regulator. 


The EMCO basic design permits 
variation in valve size, variation in valve 
material (hard or soft), change in outlet 
pressure ranges by changing diaphragm 
heads, and change in type of control 


depending on type of accuracy required. F 


COMPLETE ADAPTABILITY! 
* 


PITTSBURGH EQUITABLE METER COMPANY 


ERCO NORDSTROM VALVE C 
we Wain Officers: PITTSBURGH, PA. Poeaitererd soustos 


Illustrating Simple Method 
of Removing an 
Interchanging Inlet 
Bowl and Valves 


EMCO High Pressure 
gr ve _— 
Equip with Pilot 
Loading Head 


EMCO Low Pressure 
Balanced Valve Regulator 


EMCO Gelbuced ere REGULATORS 
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til F HI-PRESSURE 
ontact INDOOR SWITCHES 


ears of successful experience with Hi- 
Pressure contacts on outdoor equipment 
has proven their advantage and effective- 
ess. Their application to the Type 
HPS” Indoor disconnecting switch 
shown above has resulted in much higher 
ficiencies along with easier operation. 
oncentrated contact area under high 
pressure assures a clean metal to metal 
ontact at all times. 


All switch parts are non-ferrous, brushed 
and lacquered for appearance. Note that 
all switches have double blade construc- 
ion for strength and rigidity. 











RAILWAY& INDUSTRIAL 


| ENGINEERING CO. 
GREENSBURG, PA. 
Sales offices in principal cities 


PIPE 
STOPPERS 


All Types 


PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 








GOOD 
INSULATORS 


Insulators are only as good as the 


experience and workmanship put in- 
to their production. 





Our product is produced by men 
of the greatest experience to be 
found in the industry. 


VICTOR made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 
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52,332 MILES 
TO THE TOP OF PIKES PE 


Chevrolet 1'/2-Ton Model, in Longest 

Truck Test Ever Observed by the 

A.A.A., Again Proves Its Economy, 
Stamina, and Reliability. 





There’s a thrilling story in the achievements of a standard Chev- 
rolet 1%-ton truck on its officially observed test run, touching 
every state of the union, plus Canada and Mexico, covering 
53,825 miles—equivalent to twice around the world—in 70 davs’ 
running time. 

But truck buyers want facts, not thrills—so look at the figures 
officially certified by the Contest Board of the American Automo- 
bile Association (Sanction No. 3562). 


Chevrolet Long-Distance Safety and Dependability Truck Run 
DETROIT, OTTAWA, MEXICO CITY, MIAMI, SAN FRANCISCO 
NEW YORK, SEATTLE, PIKES PEAK, DETROIT 


Start, Detroit, January 11, 1938. Finish, Detroit, July 5, 1938. Total test miles, 53,825. 
Net running time, 1660 hrs., 55 min. Average speed, 32.41 m.p.h. Gross weight, 9260 lb. 
Miles per gallon, 15.37. Ton miles per gallon (gross weight), 71.16. Gasoline cost per mile 
(at 20.1¢ per gallon average), $.01312. Gasoline cost per ton mile, $.00283. Miles per 
quart of oil consumed, 1320. Total lubrication cost, $43.38. Mechanical work, periodical 
inspections, and replacements (including six tires and tubes at $150.00), $204.98. Total 
cost (gasoline, oil, lubrication, replacements, including tires), $994.01. Total cost per mile, 
$.01847. Total cost per ton mile (gross weight), $.00399. Miles on original set of tires before 
replacement, 32,936.8. Water added to radiator, 11 qts., 134 pts. Time of test run with 
full load to summit of Pikes Peak, after 52,319.7 miles of test driving, 61 min., 41-2/5 sec. 
for the recognized 121-mile Pikes Peak Highway Race Course. 


CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, 
DETROIT, MICHIGAN 
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CHEVROLET TRUCKS 


“THE THRIFT-CARRIERS FOR THE NATION’ 
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reis why you get quick, easy installation, 
longer life and greater safety with 


Jal SEAMLESS 
STEEL BOILER TUBES 


hen boilers get the shut-down habit, Jones & 
ughlin Seamless Steel Boiler Tubes will help 
u get them back on the job in a hurry. Jones & 
ughlin Tubes roll in faster and then stay put. 
hey keep your boilers working efficiently and eco- 
mically because every length of Jones & Laughlin 
biler Tubes has built into it an extra margin of 
ength, safety and high ductility. 
The dependable strength and durability of J & L 
bes mean that boilers equipped with them stay on 
¢ job longer and with fewer costly shut-downs. 
The next time you need boiler tubes, call your 
nes & Laughlin Boiler Tube distributor. You will 
ttubes that are installed at a lower cost ... which 
t longer...and you will get them just as quickly 


you need them. 


ONES & LAUGHLIN STEEL CORPORATION 


AMERICAN IRON ANO STEEL Works — 
PITTSBURGH. PENNSYLVANIA 


S OF HIGH QUALITY IRON AND STEEL PRODUCTS SINCE 1850 


Why High Ductility is 


Vitally Important 


{a} Jones & Laughlin 
Seamless Tubes with 
their high ductility 
form a smooth, tight 
joint and “stay put” 
permanently...when 
they are expanded, 
flared and beaded in. 
See diagrams below. 
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J &L manufactures a completeline of seamless 
and welded steel tubular products. This in- 
cludes seamless pressure tubes, condenser 
and heat exchanger tubes. 


{b} Tubes not suffi- 
ciently ductile resist 
forming and tend to 
= away from the 

oiler plate. Such 
tubes require longer 
time for working and 
leaveimperfect joints. 
See diagrams below. 
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Flange steel plates and firebox steel. 
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‘Geamless Boiler lubes 


J&L—ALWAYS MAKING FINER CARBON STEE 
PRODUCTS FOR NEW AND BETTER USE 
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OOK OVER THIS GROUP of fine new “Eveready” on-the-job flash- 
lights, specially designed to meet the special needs of oil men 
and electricians. 


The new WATERPROOF Flashlights, 3354 and 3254, are completely 


covered, switch-and-all, with a soft rubber sleeve. Unbreakable 
lenses, chrome plated reflectors. Proof against hot wires, acids, 


gasoline, oil, alcohol, greases and dirt. 


The two and three cell general purpose Industrial Flashlights, 
3251 and 3351, have unbreakable lenses, hand-replaceable switches 
are cased in semi-hard rubber. Safe with “hot stuff.” Unaffected by 
water, oil, gasoline, alcohol, acids or dropping impact. No. 3258, 
the new Flexible Extension Flashlight, answers the demand for a 
safe light for inspecting moving machinery, railway journal boxes, 
drums, barrels, sounding pipes. re 


NATIONAL CARBON COMPANY, INC. 


General Offices: New York, N. Y.; Branches: Chicago, San Francisco 
Unit of Union Carbide UCC] and Carbon Corporation 


The word “Eveready” is the trade-mark of National Carbon Co., Inc. 


pevee: 
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LEARN first-hand why the Easy-Writing faster and faster, as she “catches on” to 
Royal does better work at lower cost. each effort-saving feature. That’s the hu- 


Just place an Easy-Writing Royal on man side of THE DESK TEST. 


’ 
0 2 - 
your secretary's desk Now, as critically as you choose ... 


See her smile as she senses its smooth, Compare the Work! Check the typing, 
easy rhythm. Watch her breeze through line for line . . . and notice, especially, 
the letters, which have been piling up .. . the finer quality, the increased quantity. 

*THE DESK TEST is a fact-finding trial. 

It costs nothing, proves everything. Phone 


your Royal representative for complete 
information, or use the coupon below. 


WORLD’S NUMBER 1 
TYPEWRITER 


World’s largest company devoted exclusively to the 
manufacture of typewriters. Factory: Hartford, Conn. 





GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Company, Inc. 
Department WPU-938, 

2 Park Avenue, New York City. Firm Name 
PI - 

» ty een or bys wy Rexel Street 


understand that this with "' 
ioe without obligation to me. City 
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COULDNT PASS U 
DODGE TRUCKS 
AT THESE PRIGES 


says Edward C. Reif, Berwyn, lil. 


“Famous Dodge Quality 
At Today’s Price Means 
Big Savings” 


Say Buyers Everywhere 


ANY truck buyers are sur- 

prised when they find out 

how easy it is to buy a new 

Dodge truck right now. See your 
Dodge dealer at once. 


r 4 





This by the Engi- 
neering peony Ptah Division of 


: Sas See Chrysler Corporation, Manufacturers of 
DODGE 1%-TON STAKE—133" W.B. with 9 foot Dependable Cars and Trucks. 
body and 159” W. B. with 12 foot body—Many 
extra-quality features make it today's big truck 
value. See your Dodge dealer. 


L e B & R A L perating Dodge t 


wo 
p we osyment and liberal terms m 





LIVERE 
PRICES DE 
—— ” © TRU eae! Taxes. (Local, State T wa 


134-T 
TON $ ¥ 1s WHEELBASE 6 
116" WiEELBASE . nd Cab—133" W-B.- on 
yw. B.. 


a P u 6” <9 T Cc assis a 
14- on h 
n ose ee aie 
ae inciaget mper, r re Price pc Be front bumper. 
nt bumpe jor e e ti 'e 
and tu inde e geet an er a aes 
DEL 


SEE YOUR DODGE DEALER TODAY 
FOR A “SHOW-DOWN”’ OF VALUE 
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HE APEX BUILDING, WASHINGTON, D. C. 


Elec. Contr. H. P. FOLEY CO., Washington, D. C. 
WIRED THROUGHOUT WITH 


RESCENT ENDURITE 


SUPER-AGING HEAT RESISTING 
INSULATED WIRE AND CABLE 


The completion of the Apex Building, housing the Federal Trade Commis- 
sion, culminates a 10 year building program that has given Washington, 
D.C. its famed Federal Triangle. Built to last for generations, the Apex 
Building is wired for permanence from cellar to roof with CRESCENT 
ENDURITE Insulated Wire and Cable. 


CRESCENT ENDURITE is the logi- 
cal choice where conductors are sub- All types of Building 
ject to excessive temperature and Wire and all kinds of 
SIGNAL CABLE aging conditions; where maximum Special Cables to 
NISHED CAMBRIC life is of prime importance and cost meet AS.T.M., A.R.A., 
THERPROOF WIRE of replacement is prohibitive. LP.C.EA., N.EM.A., 
CONTROL CABLE and all Railroad, Gov- 


DROP CABLE ee 
D COVERED CABLE amas — aiity 
MAGNET WIRE Companies’ Specifica- 


ARKWAY CABLE j tions. 


ER POWER CABLE 
RVICE ENTRANCE 
CABLE 
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IN THE LIGHTING FIEL 


Cle Doilepments. Lead All 


Above: ‘Direct indirect’? lumi- 
naire for store lighting. Similar 
design is also available for in- 
direct type lighting. With gen- 
uine ALZAK aluminum reflector. 


The 


Above: ‘‘Magiciite’’ for store 
lighting, features the amazing new 
LOUVRE LENS. Brings richness, 
color, “snap” into merchandise 
displays. 


To left: New ALZAK aluminum 
industrial reflector. With proper 
spacing, delivers 30% more light 
—also a “‘whiter’”’ light. ALZAK 
is tough—does not chip, break, 
or peel. 


JIEDWIN F. 





Lighting developments by GUT 
have increased the tempo 
"Better Light — Better Sight 
Lighting departments of pov 
companies specify this leadin 
line with justifiable confidencg 
SUPER-ILLUMINATOR, YOR 
ZEPHYR, etc. are nationally 
known indirect luminaires. A re 
cent indirect lighting develoy 
ment by GUTH is OPTILUX, at 
enclosed unit that cuts mainte 
nance costs and increases op 
erating efficiency by 15% t 
20%. New store lighting de 
velopments are LOUVRE LEN 
and EXCELUX—"light-blaster: 
for merchandise displays. fo 
industry, ALZAK ALUMINU\ 
reflectors produce as much a 
30% more light—and "whiter 
light. 


Write for catalog No. 34 and th 
new EXCELUX broadside. 








2615 WASHINGTON BLVD. 





(ClomapPANY 


ST. LOUIS, MO. 


Progressive Deuelonment in the Lighting Art Since 190d 
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HEY PULVERIZERS 


in Central Stations 


ant after plant in the Public Utility industry has swung to Riley 
Pulverizers .. . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. .. . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. .. . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Marshalling the facts— 


Interpreting issues 
and trends— 


Here is a new book that will help the business man to 
arrive at sound viewpoints concerning the ever more im- 
portant questions of public utility regulation. The book 
supplies the necessary analysis of the nature and extent of 
regulation today—critically and impartially considers its 
economic significance. 


Just Published 
Public Utility Regulation 


By G. Lloyd Wilson, Professor of Transportation and Public 
Utilities, University of Pennsylvania 
James M. Herring, Assistant Professor of Geography and 
Public Utilities, University of Pennsylvania 
and Roland B. Eutsler, Professor of Economics and Insur- 
ance, University of Florida 

571 pages, 6 x 9, $4.00 





This book does the job of research for the man who wants 
a full, detailed picture of the regulation situation. It is a 
correlation and analysis of facts from laws, records, coutt 
decisions, the literature, and other sources that have a bear- 
ing on the case. It represents the complete, integrated story 
—the history, the extent, the significance, the trend, of public 
utility regulation in the United States. 


Chapter Headings 


Regulation before the Estab- 
lishment of State Commissions 
. State Versus Local Regulation 
. Regulation by State Com- 
missions 

Regulation of Accounting and 
Reporting 

Rate Regulation 

The Valuation of Public Util- 
ities 

Fair Return 

Depreciation 


You will appreciate the pertinently critical discussion of: 
—the emergence of regulation and its development through the state 
commissions pattern 


—_ 


— 
NS 





FOPSN am fF oN 


Regulation of Service 
Regulation of Security Issues 
Regulation of Holding Com- 
panies 


. The Federal Government and 


the Public Utilities 


. Regulation of Motor Transpor- 


tation 


. Federal Regulation of Inter- 


state Commerce in Gas and 
Electricity 


. National Power Policy and the 


Federal Power Commission 


. Federal Power Projects 
- Rural Electrification 
- Federal Regulation of Com- 


munications 


. Government Ownership 





MUNSEY BLDG. 





—the problems of state versus local regulation 

—the issues involved in regulation of accounting and reporting, rates 
and valuation for rate-making, rate of return, depreciation, service, 
security issues, etc. 

—the expanding role of the Federal Government in utility control, and 
its value in terms of the possibilities of sounder regulation 
—Governmental experiences in undertaking power projects and pro 

moting rural electrification 
—their significance as instances of national economic planning 
—the issues of governmental versus private ownership 


Order from 


PUBLIC UTILITIES REPORTS, INC. 
WASHINGTON, D. © 


—7 
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Savings 


THAT WILL 


Surprise You! 


Comparative cost figures, covering the 
operation of power hammers in develop- 
ment and maintenance work of public 
utilities, often reveal Barco Portable 
Gasoline Hammer savings that are really 
startling. 





No other type of power hammer is so 
low in first cost and operating cost. 
The many ways in which it saves time 
and money on utility operations would 
make a list too long to print here. 
Some of them will only be discovered 
in emergencies by a regular Barco 
user. May we send literature? 


_ aa BARCO MANUFACTURING CO. 
eve, i a Bhan 1803 Winnemac Ave., 
rm CHICAGO, ILL. 


GASOLINE 
HAMMER 
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An International Business Machines Service Bureau 


Let this FACT-FINDING SERVICE 
work for YOU 


You can speed up the work of obtaining detailed records and analyses by 
employing the International Business Machines Service Bureau. 


Through the medium of punched cards and International Electric Book- 
keeping and Accounting Machines, this organization will prepare Rate 
Analyses, Customer market Analyses, Inventory Tabulations, and many 
other important records and reports. 


Our wide experience in payroll methods and machines also places this 
organization in a position to render valuable assistance in the preparation 
of required payroll and Social Security records. 


International Business Machines Service Bureaus are located in principal 
cities and will work with you on a part-time or complete-job basis. 
Naturally, the strictest confidence is an underlying principle in the handling 
of all data. Call your nearest International office for complete information 
today. 


INTERNATIONAL BUSINESS | MACHINES CORPORATION 


World Headquarters Building NCE Branch Offices in 
590 Madison Ave., New York, N. Y. Principal Cities of the World 
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@ “There goes a pioneer . . . a masterpiece of 


modern equipment .. . one of a fleet of 


the first air-conditioned coaches!” 








Company 





“Reminds me of Trident Water Meters... . 
ira! pioneers of progress ... products of modern 


SUSTAINED 


“ay” 3 shop equipment . . . PRECISION-CONDI- 
TIONED to new standards of sustained ac- 
curacy, longer life, lower maintenance costs, 


perfect interchangeability!”’ 


4 
FROST PROOF 
With Breakable Bottom 
Sizes 5” to 1” 


TYPE 
FOR 
EVERY 
SERVICE 
COMPOUND Advertisement of Neptune Meter Co. 50 West 
For both large and small flows 50th St., Rockefeller Center, New York City 
—— Sizes 1%" and 2” Serew End Neptune Meters Lid., 345 Serauren Ave., 
Ye" to 10” Flange End Toronto, Canada 
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V4 HY scratch your head, Mister? 
What did you expect? 


If a lumberjack made a mess of crocheting a 
tea doily—would that surprise you? 


Would you expect a pastry cook to buck a 40- 
mile wind 60 stories in the air and rivet a 
girder? 


Then why be surprised when textbook theor- 
ists fall down on a plan for business recovery? 
To do any job well you’ve first got to know 
your job. Good intentions, earnestness, zeal— 
all fine, but not enough. 


Business planning demands brains schooled 
and tempered by business experience. 


If the nation were scourged by a terrible epi- 
demic wouldn’t we give every support, moral 
and otherwise, to the doctors? Or would we 
pillory them, bind them with thousands of 
new and unusual rules and regulations? 
Would we stir up bitter conflict between them 
and their nurses? Destroy faith in their pre- 
scriptions? 


Would we attempt to change their tested 


, 
J 


They didnt plan it “a7 way! 


methods overnight—with patients dying? 
How foolish! 


So...after nine years ... why not ease upon 
the business manager a little . . . encourage 
him .. . call off the white-haired boys with 
their white-hot speeches that throw the coun 
try into a cold sweat? 


Why not give hustlers a chance to hustle? 


The businessmen of the country are ready to 
go to town... ready to battle that downward 
curve and bend it upward. They have the 
“know how”... all they need is the “go 
ahead.” 


“What Helps Business Helps You’ is an axiom 
that applies to every man, woman and child 
in the land. Let’s help business help us all! 





This advertisement is published by 


NATION'S BUSINESS: 


—a magazine devoted to interpreting business to itself, 
and teladng about a better understanding of the = 
cate relations of government and iness. The 
ublished here are indicative of its spirit and d cones 
rite for sample couy to NATION’S B 
WASHINGTON, D. 


——1< 
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w to Save 


Make-up 


and Boost Turbine Hours 





Over half the power generated 
or industry in America comes 
rom turbines using Gargoyle 

D.T.E. Oil Light. Socony- 

Vacuum’s experience with over 


9,000 turbines helps find oper- 


ating economies 


re LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Calling’’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them to chalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


SOCON Y-VACUUM 


OIL COMPANY, INCORPORATED 


ANDARD OIL OF NEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE DIVISION ~ MAGNOLIA PETROLEUM COMPANY 


HICAGO DIVISION - WHITE EAGLE DIVISION WADHAMS OIL COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 


MAKERS OF MOBILGAS, MOBILOIL, GARGOYLE INDUSTRIAL LUBRICANTS 
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The Economical Way To Automat 


Gas Heat! 


ARBER Conversion Burners 
B place automatic gas heat 
within the reach of families of 
even the most moderate income. 
There is a Barber Burner specifi- 
eally designed to fit the owner's 
present boiler or furnace, no mat- 
ter what its make, size or shape. 
Barber Burners are economical 
both to install and _ operate. 
They assure reasonable fuel cost 
and freedom from servicing. They 
embody exclusive patented princi- 
ples of combustion obtainable in 
no other burner. Barber Burners 
are easiest to sell, because they 
offer the home owner Automatic 
Gas Heat—without a big invest- 
ment. Barber extends active co- 
operation to Gas Companies and 
heating equipment dealers. 








+ 
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NO. 336—B BARBER 
AUTOMATIC BURNER 


e “Tailor-made” to suit and fit the grate dimensions 4 
round or oblong furnaces or boilers. 

@ Insures a “scrubbing” flame action on side walls of ff 
box, at the proper level, with 1900° Fahrenheit flame tg 
perature. No fire brick or refractory elements needed, 

@ Furnished with Baltimore Safety Pilot Control—positi 
and accurate. Listed in the A. G. A. Directory of 
proved Appliances. : 


Keep a Barber Burner on display. Consumer literature and practical 
assistance gladly furnished on request. Write for Complete Catalog 


THE BARBER GAS BURNER COMPANY 


3704SUPERIOR AVENUE, CLEVELAND, OHIO 


BARBER 42¢5 BURN 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other Appliow 





EXTRA WIDE TANK 
HINGED FLUE 

HEAVY BURNER WITH 
REMOVABLE JET BLOCK 
KEROSENE OR GASOLINE 





WALL BiG BRUTE 


DREADNAUGHI 


© Splicers' Furnace-@ 


PUBLIC UTILITY SERVICE 





ADOPTED AS STANDARD BY MANY OUTSTAND- 
ING POWER AND TELEPHONE COMPANIES. 





_P. WALL MFG. SUPPLY CO. 
PITTSBURGH, PA. 
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nother chance to tie up with this 
potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you'll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


ne PITTCO STORE FRONT CARAVAN 
R etuzctns / 





This time, the Caravan will cover 
your territory more broadly than 
before. Having presented its store 
front exhibit in all the metropoli- 
tan areas on its previous tour, it 
will this time present showings of 
its scale models in the more 
important smaller communities 
throughout your territory . . . giv- 
ing every merchant and every 
property owner a chance to see it. 


Watch for the return of the Pittco 
Caravan ... and tie up with it in 
your sales efforts. Your nearest 
Pittsburgh Plate Glass Co. branch 
can give you specific information 
as to when it will revisit you. 


PITTSBURGH, 
PLATE GLASS COMPANY _ 
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POWER TRANSFORMERS 
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@ Power transtormers are the responsible serv- 
ants essential for the unfailing transmission of 
electric power. Wagner power transformers 
give unfailing service, because: (1) they are lib- 
erally designed with extra factors of safety, | 
(2) materials and parts are carefuly selected 
and pre-tested, (3) the latest production meth- 
ods are utilized in their construction, (4) the 
very latest developments are embodied in their 
design after considerable engineering research, 
(5) only carefully trained workmen are used for | 
their manufacture, and (6) all completed trans- 
formers are subjected to rigid and comprehen: | 
<< y sive engineering and commercial tests before 

: shipment to customers. Utility companies will 
find it to their advantage to give Wagner an 
opportunity to quote on their next power trans 
former installation. In the meantime let us 
send you Wagner Power Transformer Bulletin 
No. 181, 


Wagner Electric Corporation 
6400 Plymouth Avenue, Saint Louis,US.A. 
MOTORS TRANSFORMERS FANS BRAKE 
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FIRE EQUIPMENT 
FOR EVERY HAZARD, 


Everything in approved fire protection 
equipment including carbon dioxide 


extinguishers made by C-O-Iwo Fire 


Equipment Company and sold by Pyrene. 


ible serv- . 
a Surveys and Estimates made anywhere 
they are lib- 
of safety, . e e 
ya without charge or obligation. 
“ (4) the 
lied in their 
she 
leted ma 
eats, beat 
npanies 
Wagner an 
ower trans: 
time let us 
ner Bulletin 


a yrene Ul lanufacturing Compan 


—_ NEWARK NEW JERSEY 
ation RANSAS CITY SAN FRANCISCO 


US.A. 
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HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


[| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 








Address 
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@ Credited by impartial observers with being 
the biggest forward step in mechanical firing 
developed during the last 10 years, Stowe 
Stokers from Arkansas to Massachusetts are 
demonstrating the many exclusive features 
only they can offer. 

Instead of ramming the burning fuel and 
ashes into piles, retarding draft passage and 
stratifying the gases, as with earlier designs, 
Stowe Stokers maintain the fuel bed at even 
depth, side to side and front to rear, and move 
it toward the ash hopper slower and slower so 
that it does not burn thinner and thinner. 
Draft problems are minimized. Compartmented 


wind boxes and long rear arches are no longer 


necessary. A simpler, less costly furnace cham- 
ber results. 

Carbon loss in the ash is reduced sometimes 
by a full 50%. More uniform burning over the 
entire grate area, more rapid pickup and the 
ability to handle wide load swings without 
pressure fluctuation, are secured. Stowe Stokers 
have introduced a new era of more efficient and 
more profitable operation through lower steam 
costs. Write for a full de- 

ipti d the illustrated 
scription an e illustr Cer, 

P 
<r Aa 

LETTER 
Wiz 


your plant! a iT 


catalog. It will pay you to 





investigate Stowe Stokers’ 


many exclusive features for 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concems especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














THE AMERIGAN APPRAISAL GOMPANY 


INVESTIGATIONS e¢ VALUATIONS «© REPORTS 


PROPERTY EXAMINATIONS AND STUDIES for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
CHICAGO + MILWAUKEE + NEW YORK + WASHINGTON ~ And Other Principal Cities 








omsox FOLD, Bacon « Davis, anc. sare casrs 


CONSTRUCTION ° APPRAISALS 
Engineers 


OPERATING COSTS INTANGIBLES 
VALUATIONS AND REPORTS 


PHILADELPHIA NEW YORK DALLAS WASHINGTON 


CHICAGO 








SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 








BLACK & VEATCH 


CONSULTING ENGINEERS 
Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection wit 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 








EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY 


NEW YORK 














SPOONER & MERRILL, INC. 


Consulting Engineers 
Design—Supervision of Construction 
—Reports—Examinations—V aluations 
20 North Wacker Drive Chicago, Ill. 
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MOTOR CONTROL means 
BETTER CONTROL... of door cos 


ELECTRIC DOOR 
CONTROL SAVES 
TIME and EFFORT 
FOR WORKMEN 
- . . and ACTUAL 
WEAR and TEAR 
ON DOORS! 


Kinnear Manufactures up- 
ward-acting doors of ail 
types and in any size, for 
industrial, commercial and 
residential structures, and 
for either motor or manual 
operation. 


Every Kinnear Door is cus- 
tom-built to exactly fit the 
particular opening for which 
it is intended, assuring su- 
perior door operation and 
making installation easy and 
economical. No matter what 
your dour requiremenis may 
be, Kinnear will design and 
construct doors that will fil 
your needs in every respect. 


KINNEAR 
MFG. CO. 


2060-80 Fields Ave. 
Columbus, Ohio 














Kinnear Motor Controlled Rolling Doors have no 
peers for economical operation and maintenance. 
They provide the double durability of rugged all 
steel construction plus time-saving, door-saving, 
controlled action. They open and close quickly, 
smoothly and efficiently—at the touch of a button 
—from any number of strategically located control 
stations. This saves time and energy for workers, 
and heat in winter. And it saves wear and tear on 
the doors because they are never jerked open, 
slammed shut, or blown back and forth by wind. 


In addition, Kinnear Rolling Doors save valuable 
floor and wall space by coiling above the opening 
—completely out of the way and out of sight— 
safe from damage by moving vehicles. They will 
not sag, warp, split or pull apart; they are fire 
repellent, burglar-proof and weathertight; and 
they are always custom-built for faultless opera- 
tion and easy, economical installation. Write for 
recommendations covering your individual door 
problems. 


INNEAR 


September 1, 


ROLLING DOORS 
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Your skill at mechanics makes it easy for you to see why this 

RIGEIW Cutter with its new style wheel-blade can cut pipe 

more quickly and cleanly and last far longer, giving you extra 

economy. 

For the FRITZES0B knife-like blade is coined out of fine tool steel, 

hammered, heat-treated and then assembled in the hub. That's 

what gives it the unusual stamina for hundreds of extra cuts, reducing your cutter 
wheel expense, as thousands of users have found. 


Powerful housing, guaranteed warp-proof, always cuts true, twirls easily to your 
pipe size. You like the “feel” of this tool, enjoy working with it. 


For time and expense saving and a tool you get a “kick” out of owning and using, 
buy the FRIEZES0I> Cutter—at your Supply House. 


The Ridge Tool Co., Elyria, Ohio 
Eel cs > PIPE Tools 


a Stop 75% of your pipe 
pce 


Breaks or Distors we wrench repairs with this 


will replace it Free. 


( )\ ee eee) famous RILAID 


y 


That guarantee is your assurance that you won't have any expense for wrench housing 
tepairs—nor the annoyance of wrenches out of commission. Buy from your Supply House. 
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ROD 288 CR TEST 
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RADIO'S BIGGEST BOOSTERS 


HE announcer steps to the microphone. 

He says a few words that almost ‘simul- 
taneously become energy ‘and go ° radiating 
through space. Yet, in the infinitesimal interval, 
the energy from the microphone is amplified 
§0,000,000,000,000,000 times before it goes out 
on the air. In spite of the, tremendous amplifi- 
cation, every tone and overtone enters millions 
of receiving’sets without a noticeable trace of 
distortion. 


What ‘makes possible such a tremendous boost 
in energy? Principally carbon, metals, and glass 
—combined by the skill of scientists and. work- 
men into radio transmitting tubes. It was more 
than twenty “years ago’ that a General Electric 
research engineer assembled the first transmit- 
ting tube. And the tireless) work in perfecting 
that tube is making possible the powerful radio 
signals of today—some of such strength that 


GENERAL @ ELECTRIC 


so-quintillion radio receiving sets would 1 
absorb all their energy. 


The vital function of the radio transmit 
tube—boosting the tiny energy from the mi 

phone to the relatively great energy of the raj 
signal—has been a silent but potent force 

boosting the use of radio, creating for electric 
a vast new market (more than 90 million dol 
of kw-hr revenue last year) where there was! 
market a few years ago. 


In the same laboratory that yielded the ff 
radio transmitting tube, minds and hands 
today turning theories into facts, changing it 
into markets. It is your purchases of Gent 
Electric products that make their work possi 
And it is their work that helps you find new fig 


for selling more of your product—electril 


96-5068 








